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Ak INTRODUCTION 


This report deals with the amended application of Atlantic 
Richftield Company (formerly Richfield O11 Corporation), Cities 
service Athabasca, Inc., Imperial Oil Limited and Roya lite Oral 
Company, Limited for approval of a scheme or Op eration thom thie 
recovery of synthetic crude oil from oil sands in the bituminous 
sands area of Alberta. The app iveait tom twia'si ie ard: uby sth e sO i) cand 
Gas Conservation’ Board son May 26 and 27,! 1969 , with ©, Ww. Govier, 
Po Eng. Wee rae Manylule; PwvEngwcand) Vernon Mil land sa cit Eres, 

The application was made under Part VIA of The Oil and Gas 
Conservation Act. This Part has been replaced by Part 8 of The 
Oil and Gas Conservation Act, 1969, unchanged in any way that 
would affect the application. 

Apidiescwd pithonstet. the: previ ousimapp1 iciatiiions sand sa;thisitory of 
the developments leading up to the present application are out- 


DS Tye Sint) 5 ecatetsonpel Tssof) eth Lsierepio nts 


The Application 

The Ppeesent application is an amended form of the eariter 
application considered by the Board at a hearing held in June and 
August, 1966: ihe, applieants propose (to produce 158750, 000 
Darrels, pee year on synthetic. cruderoul, 99 425,000) parcel sener 
year of specialty oils and 17825,000 bartels. per year sof wrttend— 
ant naptha from Lease 17 in Townships 92 and 93, Ranges :slOie wal 
and? l2n0 Wee of— sthves Gein rere ims tthe: bien mowmssssandsfiarea of 


Alberta. Ay minimum term of approval) sof 25 years! isi applied for 


with production to commence not earliek than mid - 1976 and woen 
sustained production at the proposed rate commencing in )o 77. 
Details of the application are given in Section Lit otmthaie 


ep ornity. 


The Applicants 

Participation in the proposed project is shared 30 per cent 
each by At lan tiie (RI chid eld Company, “Cities Servite e Athabasca, 
Pier and imperival “Oil Limited and ¥ito per ‘cent? by (Roy alsiice so i 
Company Limited, Synecrude Canada Ltd. was incorporated in 
Abbenta ‘by the applicants Un December lic4 MMeateicons non=prorait 
company formed for the purpose of carrying out research and 
commercial development of the Athabasca oil sands, and would be 
the operator for the applicants, 

Atlantic Richfield Company is engaged in exploration and 
production operations in Canada with its parent company being 
a ecubly vintes nated soi) Company in the United States, Cities 
veEVvicevAthabscan. Inc lm ds sa subsidiary of Cities Service Company 
which, through other subsidiaries ~ carries son exploration, and 
production operations in Canada and which is an integrated soul 
company jin the United States). imperial Oi Welimiredmany Royalite 
Oil Company, Limited, a subsidiary of Gulf Oil CGanada Lin Let eras 


ane fully integrated, ofl companies operating in Canada, 


Appearances 
Thiel persons: named) in'iTabil e 7 appeared at the hearing, 


Great Plains Development Company of Canada, itd) ,. Home void 


Company Limited, Pan American Petroleum Corporation and Texaco 
Exploration Company appeared only for the purposes of cross- 


examination and argument. 
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Il BACKGROUND TO THE APPLICATION AND 
DERINITION OF TSsueEs 


Background 


The present application constitutes the second amended 
version of one first received by the Boardminalooce 
The initial application was for the production of 100 ,000 
barrels per day of synthetic crude ofl with production to com=— 
mence “mn 89.69% Following a hearing of the application in 1963 
the Board, with the approval of the Lieutenant Covernor in Counc. le 
deferred” final consideration of itv and setacecdmene circumstances 
under which the Board would reconsider the application or an 
amended form of it. “The details: of the "963" dects tous whiten 
was approved by the Lieutenant Governor in Council appear in the 
Board's report of October 196a 
The first amended form of the original application was f#1led 
on May 13", 1968, and heard at “aepubl ic hearing in June and August 
of 1963. The@ftirst amended applicatton wasfor. 6.250) 000 
barrels per year of synthetic crude oll, 9 (125), 0008 berrene pany ede 
Of ‘speeialty oils and 1,825,000 barrels per yeare of fattendang 
naphtha, with production Comme nGume Sin Loy oe The Board's “tid eased 
decision, or tits 1968 appiiledtion, was civenm moCCE Report 6a e (778 
The Lieutenant Governor in Council did not approve tive eatiiaiad 
decision before the Board filed its Supplement to the Report referred 
Co below, This ingttal decision was to the Gur bec te titra temwi die 
(1) Report to the Lieutenant Governor in Council with sespect bo 
the Applications of “Cities Service Athabas cag Inc angdeshe lal 
Canada Limited. October, 1963, 
(2) Report of an Application of Atlantic Right teid) Company. Gatued 
SeGnV ice Vth abacicar, ine. , Tiperial. 0 ie bimicsecemand Royalite Oil 


Company, Limited under Part VIA of The Oil and Gas Conservation 
Act, December .sl96e). 


the application could not then be approved, the Board would be 
prepared to grant the application, with the approval of the 
Lieutenant Governor in Council, if the applicants were able to 
satisfy the Board on certain matters at a further hearing to be 
called in November 1969. Because of its relationship to the 
present application the Board's December 1968 "Disposition of 
the App licatton .( Finding 6)cis quoted ,in the following: 


"Having regard to its present findings with 
respect to the applicants! marketing plan the Board 
concludes that the application cannot be approved 
at the present time. The barrier to immediate ap- 
provel ts theasubstantial “uncertainty with»respect 
to the probable magnitude and rate of development 
of the recent Alaskan discoveries. Sinces™@ina the 
Board's, viiew, there is a fair possibility, that these 
discoveries could result in a new United States supply 
of, sthe onder ofethe Board! s high ,estimates.of .prod— 
uction from Alaska, the Board cannot now accept that 
the proposed "new within reach" markets would repre- 
sent a net gain in market for Alberta oil. 


"Nonetheless, the Board does not think it proper, 
on the basis of the possibilities with respect to 
Alaska which are most difficult to resolve now, and 
which constitute the only barrier to present approval, 
thatethesanplicatiangbesdeniedjor that.~thewentire 
decision be further delayed. The applicants' case 
reflects their conviction that the Alaskan discoveries 
will not result in additional supplies being developed 
which will significantly affect their forecast of the 
United States deficiencies. The Board believes that 
results of exploration activity currently underway 
and planned for the coming winter may permit a more 
meaningful evaluation of the prospects in Alaska to 
be made in a few months' time. 


"The Board would be prepared, therefore, subject 
to the approval of the Lieutenant Governor in Council, 
to approve the application provided that: 


During the month of November 1969 at a 
public hearing called for the purpose upon 
eight weeks' notice following the filing of 
the applicants' submission, the applicants 


satisfy the *Board that the balance of prob- 
abilities, as they may then be best assessed, 
strongly favours the applicants' contention 
that the probable Alaskan developments will be 
of the order of both those which they have 
forecast and which the Board has included in 
its low Alaska production case, and not such 

a degree greater as to reduce significantly 
the deficiencies now anticipated by the applic- 
ants in the United States indigenous supply of 
crude oil im the per tod 19/3 8to =n7/ 4. 


"In the event that the applicants do not file a 
submission to be considered at a November 1969 hearing, 

on or before September 5, 1969, the application would 

be deemed to be dismissed." 

Following release of the December 1968 Report and the initial 
decision of the Board therein, the applicants made a submission 
to the Lieutenant Governor in Council in which they outlined 
certain contentions and expressed willingness to delay the com- 
mencement of the proposed operations by three years. The sub- 
mission of the applicants to the Lieutenant Governor in Council 
was quoted in full in Appendix B of a subsequent report (3) of the 
Board. The Lieutenant Governor in Council referred this submis-— 
sion of the applicants to the Board for advice and in OGCB Report 
69-B the Board in effect gave its advice by amending the initial 
(then unapproved) decision of December 1968. The "Amended 
Disposition of the Application" is quoted from Section IV of 
this last report in the following: 

"The submission of the applicants to the Lieutenant 

Governor in Council raises no matters which cause the 

Board to revise the views, based upon the evidence 

submitted at the August 1968 hearing, which are ex- 


pressed in the first paragraph of Finding 6 of OGCB 
Report 68-C, reproduced in Appendix A. 





(3) OGCB Report 69-B. Supplement to the Report of an Application 
of Atlantic Richfield Company, Cities Service Athabasca, mince 
Imperial Oil Limited and Royalite Oil Company, Limited under 
Part VIA of The Oil and Gas Conservation Act. Mareh, D969 


"The premises upon which the applicants' sub- 
mission to the Lieutenant Governor in Council are 
based fcontlvet® with ethe age cond paragraph of Finding 6 
of OGCB Report 68-6. These indicate that a more 
meaningful evaluation of the prospects in Alaska 
could not be expected from a hearing later in this 
year and that, in the light of the proposed new 
Start-up date and new evidence regarding other 
matters that may be forthcoming if the hearing now 
Proposed by the applicants is called, the possi- 
bilities with respect to Alaska may not be a barrier 
to the granting of the application. 


"In the light of the present representations of 
the applicants to the Lieutenant Governor in Council 
regarding 


ete titer inability to provide definitive 
estimates of future Alaska production 
but their general acceptance of the 
Board's "high Alaska production" case, 


(b) their willingness to delay the start of 
commercial operations to a time some 
three years later than that originally 
appilitedsforierand 


Cre the availability of new United States 
demand forecasts, 


the Board believes it Proper that the provisions under 
which it would be prepared, with the approval of the 
Lieutenant Governor in Council, to approve the applic- 
ation, be altered from those described in> Finding twoFt 
OGCB Report 68-C to the following which supersedes all 
but the first paragraph of Finding 6 referred to: 


"The Board would be prepared, subject to the 
approval of the Lieutenant Governor in Council, to 
grant the application provided that: 


JAt@agpublicdhbaringscalléduforithe pur- 
pose upon eight weeks' notice following the 
filing with the Board of an appropriate sub= 
mission from the applicants, the applicants 
satisfy the Board that the balance of proba- 
bilities as they may then best be assessed 
strongly favours the position that, having 
regard to 


(a) the probable Alaskan development, 


70) = 
(b) the proposed amended date at which 
commercial operations would commence, 
(c) new evidence of the applicants and 
others relating to the United States 
demand, 
(d) any new evidence of the applicants 
and others relating to the production 
of oil in the United States elsewhere 
than in Alaska, and 
(e) any new evidence of the applicants 
and others relating to substantial 
changes in circumstances affecting 
the entry of Canadian oil in United 
States markets; 
the deficiencies in the United States supply in the 
period 1976 to 1977 would be approximately what the 
applicants anticipated, at the August, 1968, hearing 
of athesapplication, tor the period 1973utoml wae 
"In the event that the applicants do not file a 
submission with the Board before September 5, 1969, the 
application would be deemed to be dismissed." 
OGCB Report 69-B was tabled in the Legislative Assembly on March 
6) P19 6:9. The Lieutenant Governor in Council gave its approval by 
OC 429/69 to. the December, 1968 disposition and March, 1969 amended 
disposition, thus completing matters with respect to the 1968 applications 
In accordance with the terms of the March 1969 disposition 
the applicants then filed their second amendment to the 1963 
application on March 24, 1969. This 1969 application was for 
approval for the production of 18,250,000 barrels per year of 
Synthetic crude oil, 9,125,000 barrels per year of specialty 
oils, and 1,825,000 barrels per year of naphtha, with production 


to commence in mid-1976. This is the application now under 


consideration. The only significant change from the 1968 


oe ee 


application is with respect to the proposed time of commencement 


of production (mid-1976 instead of 1973). 


Definition of the Issues 

The applications preceding the present one were fully con- 
sidered from the viewpoint of conservation, and to the extent 
appropriate, from the viewpoints of technical feasibility, 
economic feasibility and financability. None of these matters 
requires further consideration and the Board's findings with 
respect to them in the 1968 application apply to the 1969 applic- 
ation. These findings are given in Report OGCB 68-C, and are 
repeated for convenience in Section X of this réport. 

The marketing plans of the applicants, which are affected 
as to timing by the 1969 amendment, remain as the only matter of 
concern and require appraisal under the intent and terms of the 
Oil Sands Development Policy of the Alberta Government. This 
policy and the Board's interpretation of it were both rather 
fully reviewed in Report OGCB 68-C and further detailed reviews 
seem unnecessary at this time. in brier the intent of the 
policy “is "to so “repulate oll “sands “production “that. teri 
supplement but not displace conventional oil" and to "ensure 
that the orderly development of the oil sands will proceed as 
rapidly as their production can be integrated into the overall 
economy of the Province". (The quotations are from the 
October 1962 Covernment Policy Statement with Respect to 01% 
Sands Development, reproduced in full as Appendix A, Part 1 


of OGCB Report 68=-C). 


ri? 


The guidelines’ indicated in the October 1962 policy state- 
ment for the administration of the policy were amended and 
enlarged upon in a February 1968 Government Policy Statement 
reproduced in full as Appendix A, Part 2 of OGCB Report 68-C. 
The guidelines having applicability to the present application 
relate to the marketing of oil sands products in "new within 
reach markets", other "within reach markets" and "beyond reach 
markets", These are discussed in detail in Report 68-C but 


are highlighted here for convenience. 


"New Within Reach" Markets 

The policy provides that a plan for the marketing of oil sands 
products in a market within reach of the conventional industry may be 
approved 1f it is a new market, that is tone not being served 
to-day, one over and above the existing markets and one repre- 
senting a net increase in total market. In such a case prod= 
uction of oil sands products at volumes equal to 50 per cent 


of the new market may be approved. 


Other "Within Reach Markets" 
The policy requires that before a marketing plan involving 


the marketing of oil sands products in within reach markets 


not qualifying as "new' be approved, the Board be satisfied 
that such marketing is indicated to be "desirable on the basis 
of the trend in the life-index of the conventional industry". 
Further the desirability of increased oil sands production is 


taken to be when the index is gradually declining and to ensure 


that it does not drop below 12 to 13 yedrsn 


"Beyond Reach Markets" 


For oil sands products that will be marketed clearly. beyond 
present or foreseeable reach of Alberta's conventional industry, 
the Oil Sands Development Policy provides no limitation on the 
rate of production if the development program meets the con- 
servation and related requirements of the Board. "Beyond 
reach markets" include any markets, including specialty markets, 
which the conventional industry is not now serving nor can 
reasonably be expected to serve in the foreseeable future because 


Ore prices squaittywspeci fication ~rother i reasons. 


Marketing Pkanis §o0 £ ethie Applicants 


The overall marketing plan of the applicants involves the 
marketing of #25;000 barrels,jper day of .specialty oil in Ontario 
and the Great Lakes area of .the United States, 5;000 barrels per 
day of naphtha in overseas or other ''beyond reach'! markets and 
50,000 batnelsapeguyday ofusynthetiarcuude oi lLeand)50,000 tbharrelis 
per day of conventional crude oil in "new within reach" markets 
in the United States. 

The Board did not find the marketing plan of the applicants 
for tue 50,000 Datrrels per day or synthetic, crudervol pian eens 
1968 application to qualify either under the “New Within Reach”™ 
category for which they applied or under the Other “Within Reach’ 
category. The Board’ s ELindinge, setvout in Findings dCa) os 
OGCB Report 68-C, was: 


"The market plans proposed by Atlantic Richfield, 
Chties Service tand .impenialiitorn thei pmisheares: zo f sthe 


Ae ee. 


synthetic erude oil and the matching “conventional 
crude oil, are by no means fully definedsand reset 
primarily upon general commitments made by the pro- 
posed United States purchasers. In the case of 
Royalite, therplan to*sell®itetehare or tie ws ynenetiec 
and matching conventional erude ail tomcul ou) 
Corporation ‘for use in its Toledo refinéry, is more 
specific but still dependent upon general commit 
ments from the purchaser. However, recognizing 

the difficulties involved the Board is satacricd 
with the undertakings of the applicants #eand that 
the markets would be ones not being served today 
and ones over and above normal market growth for 
Alberta oll in such! marketsareas. 


VAS discussed an Section, lien whe pier ef ie 
proposed markets would also qualify as representing 
net incteases in markets for Canadvanwo1 bedepends 
upon the removal of Government restrictions on the 
import tof Canadian oil into the United State. In 
turn, the probability of the removal’ of theee 
restrictions by or “about thestimeseme woperat rons 
Proposed by the applicants would scare, is, in tne 
Board's view, critically dependent upon the level 
of production which may then be expected from 
Alaska. Thus, whether or not the proposed markets 
would represent net increases in the markets for 
Alberta oil depends upon the magnitude and rate of 
development of the recent discoveries in Alaska. 
Should these developments be of the order of the 
low estimate of the Board, the Board believes the 
deficiencies in United States supply in the period 
1973 to 1975 would be suchwthat the proposed markets 
would represent net increases in markets and would 
qualify under the "new within reach" criterion of 
the Oil Sands Development Poltiav., Alternatively 
if the Alaska developments are more of the order of 
the high estimates of the Board the proposed markets 
would not mow qualify." 


In its study of the marketing plan for the synthetic crude 
oil, reported in Board Report 68-C, the Board concluded that the 
plan would have qualified if; on the balance of probabilities as 
they could best be assessed, the deficiencies in the United States 
supply were actually of the order estimated by the applicant in 


kus: 1968 Sapp lite ation ein tthe period bO/B3iito 1974. She Sitevenent 


an a es 


appears in the Board's Disposition Statement in Report 68-C 
quoted earlier on page 8. 

In OGCB Report 69=B, dealing with the submission of the 
applicants = to the Lieutenant Governor in Counell and giving*® its 
amended disposition of the 1968 application, the Board again 
referred to the deficiencies earlier anticipated by the 
apy licants @in 1973 tos Lo74a: The reference appears in the 
Amended Disposition Statement quoted on page 10. 

In considering’ the* present appritat ion ®*the*Board*is therefore 
specifically intérested” in’ the level* of United *States deficiency 
im OL supply now estimated tor =the perted?19/6—-197 7*se%compared 
With the level anticipated by the applicants tn" théir+i96s 
application f£or the period §1973=/475 ** Consistent with*thevmethod 
OE appraisals uscamby thes beard in 0CEGB. 08-0, #thesboard sis 
concerned not “onliy*with the indicated”total deficiency and its 
trend “in the per todPibut aloo with ‘what the Board referred gto 
as “the remaining import requirement", and its general trend. 
The Board also considers it proper that the marketing plan for 
the synthetic.crude oil be réeapptaisedwinaterms of theslate 
index text which is applicable to within reach markets if they 
should not be deemed to be "new". Finally; since thesestinated 
deficiency and life index figures can only be employed as guides 
to broad judgment, the Board must ask itself whether, on a 
balance of all probabilities, the marketing plan for the syothetic 


crude oil is within the overall intent of (ne O11 Sands, Development 


PolLey.. 
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In its Amended Disposition of the, 1968 application quoted 


earlier, pages 9 and 10, the Board spelled out the matters which it 


was prepared to review to determine whether the marketing plan 


of the application amended as to start-up date would qualify 


under the 


po licys The present issuess ane theretore) whether - 


having regard to, the matters,spelled out,onjpapes 9 and 10> pbheoumann 


ing plans 


(a) 


(b) 
(c) 


for thegsynthetiemenudceso in 

qualify under the “new within, reachY criteria 
(which the Board has said they would if the 
forécashadehiciencieswainetnesUnitedwoteaces 
supply of oll were ot avcertatmouteved 
qualify under the life index criterion, and 
qualify generally under the broad intent of 


the oil sands development policy. 


Invthis report eachgot the ‘matters (a\ threowehy(e)) reternad 


to on pages 9 and 10 are separately appraised and then the fundamental 


issues as expressed in clauses (a), (b) and (c) of the preceding 


paragraph are dealt with. 


{Fas 
NEIAGE SUBMISSION OF THE APPLICANTS 
eS LO eee EEC SNS: 


As discussed in Sections I and II the applicants in effect 
asked for reconsideration of their 1968 application subject to 
the basic amendment that the start of commercial operations be 
delayed from mid-1973 to mid-1976. The applicants’ ‘overall 
contention was that with the proposed delay in start=up, their 
projection of United States production and their new estimates 
of United States demand for oil, the marketing plan for the 
Synthetic crude oil would meet the requirements of the Oil Sands 
Development Policy. 

In this section the submission of the applicants is reviewed 
briefly with respect to the issues lettered (a) to (e) on pages 9 and 
Ose ELON «ld. . More detailed discussion of each of the matters 


is deferred to Sections V to VII. 


The Probable Alaskan Development 

AS theysindicated tinetheirestbmiission to vthe sLieutenant 
GovernonesingCouncily the apphicants apresented essentiablyene 
evidence concerning probable Alaskan developments. They stated 
that their srangeso fhes timated fwene snot serious liy incompatible 
with the Board's 'High Alaska' case" as outlined in OGCB Report 
68-c(1) and that they were, therefore, prepared to be judged on 


the balsiisiso& sthi si selsitimate. 


— 


(1) OGCB Report o6-C. Report of an Application of Atlantic 
Richfield Company. Cities Services, Athabadecaly Ine. , Imperial 
Oil Limited and KRoyalite Oi Company, Limited under Part VIA 
of The Oil and Gas Conservation Act. 
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The Proposed Amended StartUp Time 


The applicants proposed an elongation of their preparation 
schedule to reflect the three-year delay in start-up time from 
mid—-1973) to mid=197°6" The final piloting and evaluation studies 
were rescheduled to last about two years, including a process 
optimization program commencing at the appropriate time during 
this period. Clearing and site preparation was planned for 
late 19/2) with some facilities sro, be but ieee. Ties mar or 
plant*construction would last®irom ecarlyal?/ (atom nad— soe 
According to the applicants, they did mot expect) that tthe pro 
posed stretching of the project schedule would alter overall 
project economics. In their submission they anticipated normal 
escalation in plant costs would be offset by economies inj capica 
and operating costs from developing technology and by efficient 
use of Syncrude personnel. 

In response to questioning Mr. |Spragens contended thatwur 
the proposed project was abandoned at this time and started up 
again in several years, the expertise that has been gathered in 
the organization over the past some 12 years would be lost. 

He added ithat "to shut down and to “build up atnew organization 
in twoeor three years from now would makevit impossible tto meer 
the four andjone-half year schedule jof ‘that dave! Jand thatmaet 

is difficult to assign a cost to such a Lacdtometivat cou hom weum 


atReel the project. in Jaber years. 


United States Demand 

The applicants prepared a new forecast of United States Oat 
demand. They now predicted demand to reach levels of 16.2 and 
18.5 million barrels per day(2) Lely OL ann 1 OS0) wa thet eveiw ot 
16.7 and 17.1 million barrels per day, during the proposed start- 
up time, in 1976 and 1977 during which full proposed production 
is expected, respectively. the new 19580 figure is some 1,3 
million barrels per day higher than the applicants' previous 
forecast, summarized in OGCB Report 68-C. The new projection 
represents an average annual growth rate of 2.9 per cent over 
tie period 1968 to 1980. «as cimpared to the previous 2.5 per cent 
growth rate. 

The applicants' forecast was based on an examination of the 
historical growth in oil demand and the anticipated performance 
Of “suchseconomic factors) as the growth of population, real gross 
national product and associated energy requirements. The 
specific estimates presented were derived from the projected 
consumption of the following individual products: motor gasoline, 
kerosene, kerosene jet, distillates, residual and other remaining 
products. The applicants cross—checked their forecast by a 
separate compilation by the five major market sectors: trans-= 
portation, industrial, commercial, residential and utilities. 

The applicants also presented other current forecasts of 
United States demand which, they contended, confirmed their own 


proygection:. Five sources - Texas Eastern Transmission Corporation, 


— eee ee a a eRe nSnesiienninisenasienssiasininnenes 
(2), Defined,on basis jfused  byeBoakd insOGCR Report 68=Cc. 
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United States Department of Interior, The, Chase Manhattan Bank, 
Texaco Incorporated and Pan American Petroleum Corporation - all 
estimated United States demand as over 18 million barrels per 


day by 1980. 


Unitedwoatates, Production, Uxelvaute mule aioe 

The applicants also submitted new data on the supply cap- 
abilities of the contiguous 48 states. They claimed that the 
Board's estimate of supply capacity set out in OGCE Report 68—c 
was too optimistic since new evidence indicated definite limit= 
ations on production capabilities in the three major prorated 
SHSCES Vili) Met. recive fl, elo el Vie Thess adoption of 291007 pe wecent 
market demand factor in Oklahoma, a continued downward shift in 
long term producing capability in Texas and the levelling off of 
Louisiana production capabilities were all interpreted as justi- 
fying their previous forecast, summarized in OGCB Report 68-C, 
which was lower than the Board s > ftorecase. The @pplicantsiaisaq 
cited as evidence The American Petroleum Institute estimate of a 
continued decline in the United States life index and the first 
decline ever estimated in United States productive capacity. 
With ereapeca LOwULstrict Vee the disappointing results of oti 
shote exploratory drilling in the Santa Barbata Channel were 


believed to further justify their low estimate of Supply. 


a ee in Circumstances 

No specific evidence was presented on the future terms of 
entry of Canadian oil into United States markets. The applicants 
did not expect any significant change in the mandatory oil import 


policy. 


ee SUBMISSIONS OF INTERVENERS 


BaAnt i Of tas 

Banti> “or behbalt “of ttselft and Aquitaine Company of Canada 
Ltda, submitted an iInterventign which opposed the application on 
the bases of the uncertainties regarding the magnitude of the 
recent Alaskan discoverles and the strengthening United States 
Eovernment TEstrictions on Canadian crude ofl imports. They 
eontended that the “new within reach” market proposed by the 
Applicants would not represent a net gain in the market for 
Aeperta, crude. ol, 

Banin did not introduce any new evidence relating to the 
probable Alaskan developments, the crude oil supply and demand 
Situation in the United States or the “entry of Canadian o11 an te 
limited btates Markets othersthan to state that 2s of the date of 
the hearingsthe balance of probabilities did not favour the 
POSLtLan that, a Uniteds states supply deficiency would exisc am 
eo Ox 

With regard to the proposed date.for, the commencement jor 
commercial operations, Banff recommended that consideration of the 
application should be delayed for a period of three years since 
the applicants have postponed their proposed start-up date sion 
Phat. werigdaof obime, This delay would allow a better assessment 
of both United States import controls and the Alaskan crude oil 


supply spicturce. 


BP Exploration Cannca DpLMvoed and  tLiadd, OL. eGogeutu. 
BR aD Rik at cate see oe ao he Meena ol Rieti ante 


BP Exploration and Triad tendered'the same arguments in their 


interventions and therefore their submissions were considered 
jointly ac thes hearing. 

The only evidence submitted by @BP Exploration ands tra ad 
under “the issues outlined In” Section 1) sot sthicere nor tedert: 
with the proposed commencement of productions care, Itty Wwe Set leas 
Contention that there is no) justification for grancine ean 
approval to the applicants at the present time when it had 
previously been demonstrated) that [sh censtuuct cheometne proposed 
plant did not proceed until 1973, commencement of productVon could 
be realized in late 1976. They expressed the opinion that 
approval of the application, and consequently future markets, at 
the present time "is not an "acceptable pasitemror implementing the 
Government's Oil Sands Policy" since this could navemtiemerttec. 
of inhibiting the development work in other oil sands areas. 

In addition, BP Exploration and) Eriad ‘statedmener they were 
opposed to extending the preferential position enjoyed (by sthe 
applicants since their original application in 191620 tin ov he waa 
thesiactsthatwothers satescurmentiy investigating the possibility 
ob producing crude bitumen from areas iwhichmnavesbeen classified 


as “oil sands" areas subsequently to the 1962 application. 


Chevron Standard Limited 
Tne ies estbmissiion opposing the application Chevron introduced 
evidence under the five matters of consideration outlined in 


OGCB Report 69 Eee? 


a 


(1) OGCB Report 69-B. Supplement to the report of an “pplicationeor 
AGbantic,Richfield Companya tGitiessy Service Athabasecan Wnc.s, 
Imperial Oil Limited and Royalite Oil Company, Limited under 
Part VIA of The Of1 and Gas CGonservaticn AGt. 


(1) The Probable Alaskan Developments 

Chevron stated that the applicants had not introduced any 
new evidence which would assist the Board in assessing the 
magnitude of the Alaskan discoveries and therefore the uncertain-— 
ties ‘which existed eat the time or the@Auetst 1968 hearing have 
not been removed, Civevrom pointed out that= at’ thet times sfethe 
1968 hearing the North Slope discovery had been defined by only 
Bwo swells (rand thaw tw would Sappesar ‘fron “the present “number of 
locations in that area information from over 60 wells would be 
available for ROL eCastine ipurpeses by WO ; The announcement in 
December "1768 bila “task Hore aveppoint ed iby tthe (Canadian! @overn— 
ment “to assess the implications of the Alaskan) North Slope 
discoveries on Canadian crude oi1 developments" was introduced 
by “Cevron 4s “a Metsu ne For Stherconcern of tth é 'Canddan overnument 
with that discovery. Chevron expressed the opinion that the 
Peport of Stirs Cask torce would be’ available before mid—1974) 


(2) The Proposed Amended Date at which Commercial 
Operations would Commence 


Since tlre applicants had’ Sstatedta't +tive *Aupgiis ti el 96i8iciear ime 
that the proposed "plant “could tbe %on “stream eniithnamcktt: wears & dom 
the approval date, “Chevron "expressiad the biel fetistham, vial an 
approval “were Issued Co "the 2pplicants Misita’ res wit fot Galzh caring 
in Tate 1971, “enough “time would "be favaillab Pest osciomp lee tie gtire 
plant construction before the presently proposed commencement of 
prodtction date," It stated thay the considenati onisof tam mpm 
ation at a hearing ‘*held*in late *L97l would "allow the Board a 


better SOpportunity to*assecr many ton itie@euncentainthed svivich mow 


Be. We 


exist with respect to the impactyof the proposed synthetic crude 
oil productions on, the conventional -crudesoilsmarker, 

Chevron expressed the opinion that the applicants' statement 
regarding the difficulty of the participating companies to finance 
support for oil sands development without a "definite foreseeable 
goal" was not a proper, consideration for the hearing. 


(3:) “New Evidence, of the Applicants nd Others 
Relating to the United States Demand 


Chevron submitted that it was in ge»eral agreement with the 
"level and trend" of the applicants' present United States demand 
forecast, 

(4) New Evidence of the Applicants and Others Relating 

bo theme roducitiwongsot) Oslieein sth -epiind beams tates 
Elsewhere than Alaska. 

The applicants" forecast of (United) States o1l™ producti cones 
the 48 contiguous states was said by Chevron to pbe poverty 
pessimistic although it did) concede Chat high demand = orecaate 
for. the pertod 19/70 to L980)! may “put a (strainyon aU eo ep out ome 
Capacity". Chevron also stated thataait appeared thateimited 
States smports fofi.cnudie soll would (be allowed to jincreacceas 
United States’ production approaches productive yoapacity. 

(5) New Evidence of the Applicants and Others Relating 

to Substantial Chances in Circumstances —Atrecting 
cher Entimy sot Canadian, (Oi, sim United StatescsMarketer 

Chievrom spoinited out that an agreement sbetween the ssovernments 
of Gadi and the United States regarding the restriction of 
Canadian crude oil imports to the United States had been released 


in Februany L969, andi that; considening this agreement 1 tawould 


appear unrealistic tovexpect that enude oll wimponmtsrest mainte 
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would be abandoned in the foreseeable future. Chevron further 
pointed out that it appears that the Canadian government intends 
to ensure that the terms of the agreement are complied with. 
Reference was also made by Chevron to the United States 
Presidential task force which was currently being set up to 
review United States import policy. 

Chevron expressed the opinion that “as'long as’ Canadian crude 
oil could be marketed at a lower delivered cost than United States 
crude or Pinto the Great "rakes area? the “Un'iited “Sates! Wotldvibe 
required to Pace t*restrictrons on "the "flow Mot "Canad fan "erulde "of 
£O protece "tie United Frated ones tie tel producing ‘industry: 
Since there is no differentiation between conventional crude oil 
and “synienetic "crude ‘oii *under tire “rl Wimp oi Adinitt's tra filom tpolicy 
in the United States, Chevron concluded ‘that with import restric-— 
tions “on Canadian "erude ob tthe tsynthetic crudevotl -produictiba 
exported "to “the Wnited states wou ld bel ‘rep Paciny an’ qifall, volume 
CE conventrona ls tc rude lanl, 

Future developments of Canadian crude oil supplies in the 
Canadian Arctic, the Northwest ‘Territortes , Hudson's (Bay @nditthe 
Atlan tie offshore ;, were cited by Chevron "astbertn> raddit fond 
uncertainties which tay "atfect "the terirde ot market bya ou 
iMS Tt ae 

In summary, Chevron, in agreement with a statement made by 
Mobil, contended that "the uncertainties which existed at the 
time of the August 1968 hearing have been substantially increased 


by developments since that time." 


Dome Petroleum Limited 

Dome recommended the application be denied, but that the 
applicants be given priority with respect to any future applic- 
ations made after 1971 for (the jproduction ob synthetic swcrude sca 
from the oil sands. 

Dome stated that the Board would be in a much better position 
in two years' time to evaluate the effects and results of the 
exploration programs currently being carried out in Alaska as 
well as the Mackenzie Delta and the Arctic Islands. Evidence 
regarding the minimum work obligations assumed by the oil indie try, 
in the Northwest Territories, Arctic Islands and offshore West 
Coast and East Coast as estimated by Supplementary Land Services 
Limited was introduced by Dome as a measure of the exploration 
activity which would take place in these areas within the next 
five years. 

With respect to the proposed commencement of production date, 
Dome stated that there is no need to approve the application seven 
years in advance of the date of first commercial production when 
the applicants had previously indicated that construction of the 
plant would require only 4% years. 

Dome pointed out that history since the applicants' 1962 
application has shown that forecasts made at that time were 
"unduly optimistic on the markets and unduly pessimistic on the 
rates (ofedis covery. 

Dome did not introduce any new evidence regarding the import- 


ation of Canadian oil into the United States. 
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Great Plains Development Company of Canada, Ltd. 


Great Plains agreed with the other interveners who stated 


that consideration of the application should be deferred until 


tS ae 
Mobal “Odi “Canaidaye Lite. 


Mobil recommended that the application be denied at this 
time since it did not believe that any new evidence had been 
introduced by the applicants which would indicate that production 
from the proposed plant would represent a new gain in the market 
for Canadian crude oil. 

Mobil submitted that judgment of the application on the 
Pasntes Ti gheAlaska "case: vould’not be valid since new evidence 
introduced: at the) hearing, specifically the plans for construction 
Oe) PO0smiligonvdellar pipe line’ From Alaska's North Slope to 
the West Coast and "the complete change of atmosphere in the 
United States in respect of the mandatory import program", casts 
doubts on the reliability of the August 1968 predictions. 

Mobil stated that the three year postponement of the plant 
Start-up date did not provide sufficient evidence to allow for 
Che granting of the application 4@t the present time. 

No evidence regarding the United States demand for crude oil 
ae the production of crude oil from the 48 contiguous states was 
introduced by Mobil. 

Mobil made reference to task forees being established by the 
governments of Canada and the United wlLetess tosinvesti wate 


respectively the impact of petroleum developments in the north 


on the Canadian conventional crude oil industry and the future 
United States crude oil import policy, as an indication of the 
uncertainty of the importation of Canadian crude oil into the 
United States. Mobil also noted that the previously secret 
agreement between Canada and the United States provides for the 
restriction of (Canadian crude toil timporus inmtomtune, Un vedi ates 


Un. Ete e997 lee 


ay OD Le. 
V THE PROBABLE ALASKA DEVELOPMENTS 


In this section the Board reviews the developments which 
have occurred and may be expected to occur in connection with the 
discovery of foul onwthe Nortn Glope of Alaska, Reference is made 
to the opinions which were expressed at the hearing but much of 
the discussion deals with the Board's understanding of the 
situation as influenced by published comment of knowledgeable 
consultants and oil company and government officials. 

Cis) Views of the Applicants 

The applicants indicated that they had estimates of Alaskan 
production capabilities that were not “seriously incompatible™, 
in their opinion, With the Board's high Alaska case devéloped in 
OGCB Report zyueeg hd They stated their willingness to be judged 
on the basts of the Board's high Alaska estimate. The applicants 
declined to give further evidence on the North Slope supply 
possibilities, and they did not indicate any revision to their 
previous forecast of Cook Inlet production. 


(2) Views of Chevron 


Chevron maintained that no definitive information regarding 


future developments on the North Slope had been forthcoming since 
the August 1960" hearing. It was Chevron's opinion that major 
uncertainties concerning North Slope reserves and production would 
preclude a reliable assessment at least until 19/1. In support 
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(1) Report of an Application of Atlantac Richiield Company, Cities 
Service Athabagca gulnces, simper tal .0ib ‘Limited and: /Roy,alite O71 
Company, Limited under Part VIA of The Oil and Gas Conservation 
Act. December, 1968. 


of this view, Chevron referred to the fact that information 
relating to wells drilling during the currentseyear on the Noren 
Slope could be withheld for a period of up toe 25 months, More-—- 
over, Chevron’ pointed out LheatethesimpactoteNorti hess Lope 
production on markets for Canadian oil was currently being 
studied by a task force appointed by the Canadian Government. 
In the interim, Chevron contended it would be inadvisable to 
rely on DeGolyer and MacNaughton's original estimate of North 
Slope reserves, since the latter had been prepared at a time 
when only two successful wells had been completed and hence might 
be subject to a wide margin of error, 

In view of the uncertainty surrounding the North elopen 
Chevron was of the opinion that any production forecast) forethe 
area Was likely Coy be conjectural. For this reason, the estimates 
of North Slope production submitted by Chevron were in the form 
of a minimum allowance amounting to a constant 250 thousand 
barrels per day between 1973 and 1980. A similar treatment, 
involving a constant allowance of 200 thousand barrels per day, 
was adopted by Chevron at the August 1968 hearing. However, 
Chevron expressed the belief that several developments, including 
the announcement of a Trans-Alaskan pipe line, the) pocs tbaiaeyeo 
an additional pipe line via Canada and the forthcoming test of an 
ice breaking tanker, indicated that companies involved in Noreen 
Slope exploration envisaged eventual production greatly in excess 
Of thé \board’s previous highs case (of 1 eoemi Wicd per yore per day 


by 1980. in responsé to quéstioming at jthe hearing, Ghevron 


wet 


Stated that its own officials entertained a maximum leveltfor 
North Slope production of somé 275 million barrels peragay by 
1980. 

With" respect to Cook’ Inlet) Chevron forecast that production 
would decline from 230 thousand barrels peréday? int h970¥ to) 220 
Ehovsgand barrele  per*day sinwlo75*and@®reéeuchsaelevelto€ some 200 
thousand barrels per day by 1980. 

Ca) Views of Dome 

Like Chevron, Dome believed that the North Slope of Alaska 
would continue to pose major uncertainties for at least another 
two years. Dome observed that the applicants had been markedly 
Leticene avout Alaska during St he hearing, whereas officials of 
some of the companies involved in Syncrude had made a number of 
public pronouncements on the subject. [In this connection, Dome 
Pererred Slo sa naews paper, report in, which Mose re Bradshaw, 
President or =Atlantie Riéhfield company? was quoted as saying 
that theultimate capacity tof’ the Trans —Alaskan pipe line could be 
as high as two million barrels per day, and that penetration by 
Alaskan oil of markets on the United States East Coast was a 
reasonable expectation by 1975, Dome stated the reserve potential 
of the North Slope ‘might amount to" as mich A§s°940° billion barrels, 
and that production could reach some 10 million barrels per day 
between 1990 and 2000. 

Dome was asked at the hearing to provide an estimate of the 
production rates corresponding gio North SiopePreserves toro 


Prelrvon ‘barrets: Dome noted that the application of reserve life 


indices of 15 and 10 years would yield production levels of 1.8 
and 2.7 million barrels per day, respectively. It was Dome's 
opinion that a Pigure in the» supper pare of sthisi product loncome 
would be a reasonable projection for 1980. Dome entertained the 
possibility ootlaglite)indexsotythetordergor M0eyvearce) panely, 
because the United States as a whole was currently producing won 
a similar reserve life, and partly because the enormous markets 
awaiting North Slope production in the United) States wou ldmsvemc ve 
Chepnecescily lor prorationing, 

An additional matter to which Dome drew attention was the 
forthcoming Alaska land sale in September. In Dome's opinion, 
the lease bonuses realized by the sale would provide a more 
positive guide to,industry ‘s,evaluation of, prospect cc) on) che 
North ‘Slope. 

(4) Views of Mobil 

Mobil expressed the opinion that the uncertainties connected 
with the impact of Alaskan North Slope production had been 
substantially inereased since) the August 1968 ghearinge, [In support 
of this views,Mobil refterredijto_ the) growthsof activityveons tiem o men 
Slope and the announcement of plans for a Trans-Alaskan pipe line 
with an ultimate capacity of some 2 million barrels pee days, Mobal 
submitted that the establishment of a Canadian Government task 
force to study the implications of Northern developments provided 
a a ee of concern regarding recent events. 

With respect to potential reserves on the North Slope, Mobil 


stated that its land position in the area prevented the disclosure 


of competitive intormation. However, on the basis of published 
information, Mobil stated it was reasonable to infer that a number 
ef participants in North Slope exploration anticipated substantial 
reserves, In this context, Mobil alluded to’the Manhattan tanker 
project and the proposed investment of some $900 million in a 
48-inch Trans-Alaskan pipe line. Moptleestimated that an additizonal 
investment of $1 billion would be required if a pipe line were 
chosen to implement the plan to market North Slope production in 
United States East Coast markets. Mobil also quoted from a report 
Of ao Sstatemenc Dy MY. Ma Ay WEeLene, Chairman of Humble O21, to the 
effect if the Prudhoe Bay field were as large as indicated the 
United States energy gap could be delayed by five years, whereas 
if the North Slope developed into a major oil province the energy 
gap could be delayed by between 10 and 15 years. 

In the light of the new evidence available since the August 
1968 hearing, Mobil recommended that the Board should reconsider the 
high case for Alaska production developed in OGCB Report 68-C. 

(3) Views of the Board 

In assessing future Alaska production, several interveners 
drew attention to the persistence’ of major uncertaintiés regarding 
developments on the North Slope, a situation which was interpreted 
to indicate the desirability of postponing a decision on the 
current sppllication £0r° (wo Of more” yeuTt os, 

The Board has considered these views in relation to the terms 


of reference governing the current application, In Section IV of 


OGCB Report pgencoe the Board stated its intention to judge the 


current application on the balance fot probabilities. (acuunevanay 
then best be assessed", having regard for a number of factors 
including "the probable Alaskan development", The Board agrees 
that knowledge of the North Slope is deficient, partly because 
the area is in the early stages of development and also because 
companies are unwilling to release well information at the present 
time. However, “the Board*s decision in OGCB Report 69-B celeaniy 
recognized the, necessity of disposing of —the current app acataon 
on the basis of the information available to date, Moreover, the 
Board's primary concern is limited to developments up to 1980. 
In the Board's opinion, sufficient informationmis s4vel lab lemuo 
permit a broad appraisal of the balance of probabili tiesmdurime 
this period: 

Subsequent to the August 1968 hearing the Board published 
in OGCB Report 68-C a high and low estimate of future Alaska 
production. At the latest hearing, the applicants stated their 
willingness to be judged on the basis of the Board's previous 
high case, whereas Chevron, Dome and Mobil offered the opinion 
that companies actually involved in North Slope exploration 
anticipated somewhat larger volumes of production. The absence 
of any comment regarding the low case indicates to the Board that 
this case is now generally agreed to be an underestimate. The 
Board agrees that it can no longer be considered reasonable even 
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(2) Supplement to the Report of an Application of Atlantic 
Richfield Company, Cities Service Athabasca, Inc., Imperial 
Oil Limited and Royalite Oil Company, Limited under Part VIA 
of The Oil and Gas Conservation Act. March, 1969. 


as a low case. 

The ‘Board recalls that its high case projected increases in 
North Slope production from a level of 1 million barrels per day 
Lm Do AS eo elem Leionybarre leper iday ‘in .1980, andvincluded ‘a 
constant allowance of 250 thousand barrels per day for Cook 
Inletyproduction. (The -high«case was intended to reflect the 
upper range of DeGolyer and MacNaughton's original reserve 
eet imatesog 7s ata w0 bilbion barrels, which wre lated) sto: en) ares 
of some 100,000 acres surrounding the two Prudhoe Bay discovery 


(3) 


wells The Board believes that the prospects for the 
developmentvof a 10 billion barrels reserve in the, vicinity® of 
Prudhoe Bay have been enhanced by subsequent drilling. Ln this 
connection, ithe «Board notes that) a confixcmed, productive. oil well 
has been drilled at a location approximately midway between the 
two discovery wells and that several wells, rumoured to be 
productive of oil, have been drilled over an area which extends 
some 15 miles west, and a similar distance) east, of ‘the ordginal 
discoveries. Moreover it appears prudent to acknowledge the 
poss lbwbiby Sthat additional (oily pearing) ist nucturesiwill labe 
discovered over a much wider area of the North Slope. In the 
Boards -opinkon, the mnecessitys for making) such) an allowance; ais 
indicated by a confirmed, productive oil, well some 30 miles to 
the west of phe voricginal sdistoverdes) end) anvosd., weilllo rumoure dito 
be productive approximately 45 miles to the south-east. 


The Board recognizes that, adequate technical data have not 
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(3) <Atlentic Richfield Company Press! Releiase July 185° 1968% 
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been released on any of the North Slope wells and therefore fr gis 
impossible to derive reserve estimates of normal reliability on 
the Diasis' of drilling results. However; the *Board the biieves 

that the apparent success of the North Slope drilling program 
provides a useful) background ‘fora review sot reserve estimates 
emanating from other sources. The Board has had paroteu lar 

regard for two.public announcements on this subject. The firstede 
a statement made by Honourable W. J. Hickel! in his “former 
capacity as Governor of Alaska, in which he referred to the fact 
tha@ Alaska state Seologiisits' estimated ml tamete reserves on Sie 
North Slope, including the foothills area, at some 40 billion 
barrels, ‘*) the ‘second isthe recewu laubmi sation of DeGolyer and 
MacNaughton to "the Gabineu asl Morce on OL Pelmpont Con tro l- 

which estimated witamate sAllaeida Pe serves! Va tf O eb iiion barrels, 

of whic some Voth iiLion Iparrealewere assigned to the North Slope. 
[Im Viéw--6 £ “chesie statements, the success already achieved in 

North olope: dri king Yend@the announced transportation plans 

and studies discussed below, the Board concludes that the balance 
of opinion favours the development of extremely large reserves 
both within vard beyond the Prudhoe Bay area. The Board recognizes 
that the range of expectations is wide. Nevertheless, on the 
basis of the available evidence’, the Board “eannct believe that 

the reserves discovered on the North Slope by 1980 will be less 
than abouts 15 %pstation barrels, considers some 20 billion barrels 
to be more probable and believes it quite “possible “that the 
reserves could be as high as 30 billion barreis. 
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(4) Reported inOilweek September 30, 1968. 


SO ST lo 


In determining changes which should be made to its previous 
high Alaska production forecast, the Board has again relied on 
statements by informed sources in industry and government. The 
Board agrees with Mobil that announcements regarding a 48-inch 
Trans Alaska Pipe Line System (TAPS) provide a useful indication 
of the initial volumes of North Slope production expected by 
the three (participating -comparie sy sAt lantic Richfield Company, 
Humbe! Oral i wRetiinine: company tand BP i0Oil iGorporation.( BP). The 
Boardimotes: that TAPS is scheduled jto..come, on “stream in 1972 
Cosh 7a), wiki tn Gitials capacity, of 1500, Ithousand bbair nelis iper day 
and Wit ineGelicapaahty Yor #2) imiil bon ib arre lis) }pen yday,: The Board 
believes) that (iheeinitialsc apacit yi vof tthe tl ine ewill probably be 
Fully wtitized intlo973, atview (which vis, consistent withathe 


Opin tun ofreMc Gal 2 TEs Kelly ©) Commissioner of the Alaska 


> 
De partmentro fiNagunal kes ources,.) thdatiAhaska wl) iptob ab hy, trank 
amotig: cb her lo pefive producing »Stia tes ate that «time. Moreover ; it 
is the Board's belief that the companies concerned would not 
propos & ‘anhiiuy esit ment <ofims omei’ $90.0, mil dion sin RAPS gan Less athey 
were reasonably assured of rapid increases in the rate of 
utilization wert the \hiney) “The (Board we hieves that throuphp ws boan 
be expected to’ grow to some l:million barrels,.per day by 1975 
and maycappromah Zomilision’ banredis: per hdayeby> 19:78, .the 
projection) for 19/5 as adentical wit h ithe sBoard:)s) previous high 


case for the Nowmth Sloperand is beoadhy consistent with DeGolyer 


and MacNaughton‘s opinion that total Alaska production will reach 





(35) Speech before San Joaquin Geological Society reported in Oil 
& Gas Journal, September 23, 1963. 





Pmibivon ‘barrels "per Wdayein bo joo 1976. Subsequent increases 
in TAPS throughput up to a level of some 2 million barrels per 
day in 1978 assume intensive development of the Nox the Siiepe 
duriies thise perrod, le tite *the Board Ys “opinion thaty such 
development will be spurred by the incentive to recover the 
large “capittal “outlays assoclated with the amear. The time-table 
of development also appears to be in keeping with the plans of 
one of the major companies involved in NerthesS lope: exploration: 
BP, wh tc how's) @a 43:57 (Or pen icenGrintere st ain Paro. Im particudary 
the Board has had regard for the proposed merger between BP and 
Standard Oil Company (Ohio), under which BP would achieve 54 
per cent ownership Wf “its North aslope production esnould (reach 
600 thousand barrels “per day “by 719767. 

The "Bolard believes tthat tanvallowance should ibe made for 
additional deliveries resulting from an “expansion in the 
ull€imate weapacity of TAPS or theltconstructiom om mewetCransportais on 
facilities pos Sibiliy {be Lo ress ibutice main tyres Com camel ar 5/99 Sree re 
Board notes “that several proposals forvalternmative methods of 
transportation “are currently tinder invest foabeon., sole smo 
important being the) voyage ‘of the'S..S. Manhattan’ through 
the Northwest Passage and the recent formation of Mackenzie Valley 
Pipe Line “Research Limited ito! study a pipe ‘line route: from the 
North Slope to Edmonton. Ini’tehe sBoaxdits) opinion. ttle: commitment 
Ch sunds Co mMewaventures) provides “a stronger d Lcaielo nest mete ra 
number tot informed sources anbicipate that North) Slope wroductaron 
Wilblvexceed 2 million Darnels per day sin) eica spentodn Up mLOmiluo On 


Accordingly, the Board has made an allowance for continued 


ee) oe 


growth in North Slope production beyond 1978 to reflect increases 
in transportation capabilities. 
The Board's new forecast of North Slope production is shown 
in Table V-1. Also shown in the table is a constant allowance 
of 250 thousand barrels per day for Cook Inlet DEOGguUCce Lon, 
TABLE V-1 


Forecast Production of Conventional Liquid Hydrocarbons in Alaska 
(thousands of barrels per day) 


Loy LTS PO 5 EOE eS EI 1978 Ol) 1980 























North Slope Z S00 aes000! Seon (6001! 1,000) 4 25400)! 2,800 
Cook Inlet 250 250 250 250 250 250 250 250 
Total 250 75 OMSK, 2.510 M6550 Li 850) s02)92 5010 D650, 4.060 


the Board recognizes that the forecast for the North Slope .is 
Uil2zkely to be realized on a year to year basi’s., lt is tne- board's 
View that the production forecast is’ consistent with the establish— 
Ment’ of Lreserves of some 20 billion barrels by 1980 and that thus 
is a reasonable expectation based on the Board's range of reserve 
estimates for the end of the period, which varies from 15 to 30 
DeLeon Carre Le . The Board is aware that the production forecast 
could be low if reserves were of the order of 30 billion barrels. 
However, the Board believes that the rate of North Slope production 
would not increase in proportion to any increase in the reserves 
above the level of 20° biltton barre te, This view is based upon 

the length of time necessary for discovery and development of 

the reserves ;“the’ transportation Tactlitaes which would be needed, 
the market opportunities required and the enormous capital 


expenditures involved. 





Se ee 
VI THE PROPOSED AMENDED START UP TIME 


In OGCR Report Cea the Board indicated that the willing-— 
ness of the applicants to delay the start of commercials operation. 
of the proposed plant some three years from the date proposed in 
their 1968 application, coupled with new evidence regarding other 
matters, could influence the Board's Finding 6 of OGCB Report 
Beta and satisfy the Board that the Alaskan discoveries "may 
not be a barrier to the eranting of the app licat ron. The first 
question to be resolved, however, is whether the Board should at 
this time consider an application for approval of operations 
which would not start until mid-1976, when the applicants them- 
selves have previously indicated that four to five years lead 
time would be adequate. A related matter is the effect of the 
proposed delay on the economics of the scheme as submitted by 
the applicants an their 1 96Geepplicauion:, 

(1) Views of the Applicants 

The applicants stressed that internal company economics 
necessitated a definitive answer to their oil sand plant proposals 
at this time. They stated that past deferments had strained 


project financing and that further deferment of unconditional 





(1) Supplement to the Report of an Application of Atlantic Richfield 
Company. Cbties; Service Athabasca lnc...) imperial 01) lame 
and Royalite Oil Company, (Limited ainder Pare ViAN che themonue 
and Gas Conservation Act. March, 1969. 


(2) Report) ofj,any Application of) Atlantic, Richfield daconmpanvyemcl sted 
Service Athabasca, Inc., Imperial Oil Limited and Royalite 
Oil Company, Limited under Part VLA, of whe Olle andscae 
Conservation Act. December, 1968. 
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approval would effectively prevent continuing financial support 
from the companies involved in the project. 

The applicants submitted that although the proposed delay 
in the commencement of production would increase plant costs due 
CO normaincosteescalation. this effect could be offset by 
improvements in process and equipment design. They stated that 
Syncrude personnel would be capable of doing most of the design 
work on the plant and that, therefore, there would be less 
dependence on outside consultants under the revised work schedule. 

Purtherepitotiwtesting -and studies on the extracting and 
upgrading processes would be carried out during the next two 
years, while specification engineering would take place between 
levi andaige7 3. the comstructiongschedule called for site 
DEgperatlioneetartineg, in tate. 19/2, and major. plant construction 
commencing in late 1974 with completion of mechanical facilities 
by mid-1976. Production would begin in mid-1976 and lead to 
Pudi ecapacitv, production Aaneearly 19,/./:. 

(2) Views of Banff 

Banff recommended the matching of the three-year delay in 
commencement of production proposed by the applicants by a similar 
delay, in. EhepBoardysp,consideretion of the, project, Banff pointed 
out that the applicants were requesting a Board commitment seven 
years) dnto,the, future while, angeffiicient.pro ject schedule would 
permit) reconsideration of thei applicants) proposal) in, three 
years time, thus allowing for a much more realistic assessment 


of the crude oil supply and demand picture for the years following 


1957.0), 


(3) Views of BP Exploration and Triad 

BP Exploration and Triad expressed the opinion that it would 
be improper to pre-empt future markets by issuing an approval 
at this time in view of the applicants’ statement thau product rom 
could commence in late 1976 with plant construction starting as 
Pa tera. Ss LOWES They argued that the approval of a deferred start 
up date would inhibit continued research and development by other 
companies in the oil sands area. Furthermore, these interveners 
saw no justification for a three-year extension in Syncrude's 
preferential peor as conditions Nhadw@echanged by virtue o1retune 
inclusion of Cold Lake type heavy oils in the amended O71 Sands 
Development Policy of February 1968. 

(4) Views of Chevron 

Chevron concluded on the DbDasis of the LO6OS” hearine thatthe 
applicants would require only 4% years from the approval date 
Co bring the plant on stream and, therefore, if the applicants: 
proposal were heard in late 1971, ample time would be afforded 
them to realize their proposed start up date. Chevron agreed 
with Banff that the uncertainties regarding the supply and demand 
situation of Canadian conventional crude oil could be better 
assessed in 1971. 

Chevron also contended that the applicants' problems in 
maintaining organizational and financial support for the project 
WETG ROtCereLevaltmcomthe: hear lire: 

(55) Views of Dome 


Dome argued that there was no need to grant an approval 
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seven years in advance of the proposed start up date when the 
applicants tjuadupneviously submitted that construction of.the 
plant could be accomplished in 4% years. However, they 
recommended that the applicants receive priority for a similar 
application made after 1971. 

C6) Views of Mobil 

Mobil contended that there was no justification for the 
tppuicantis tosexnects.the, Board to make.a final decision in .the 
present environment of uncertainty. 

(7) Views of the Board 

The Board notes that most of the interveners argued that the 
three-year delay in the inception of production from the proposed 
plant rendered a decision by the Board unnecessary at this time and 
recommended that a decision be deferred for two years or more, The 
Board agrees that to some extent the application is premature but 
it also, appreciates the singular situation o£ «the applicants; In 
particular, the Board has,sympathy forathe fact that the applicants 
have been seeking a decision since 1963 and recognizes the diffic-— 
ulties which continued deferral of a definite decision causes the 
applicants' organization. The, dipficuilties are particularily 
onerous for the contracting company, Syncrude, in continuing its 
research and development work. 

The Board has had regard for the concern of BP Exploration and 
Triad that approval of the application would inhibit «potentiak 
developments in the oil sands by other companies. Howéver, under 


the circumstances, the ,Board believes it proper uvihat vit proceed 


to deal with the application. 

The Board accepts the applicants' evidence that the changes 
to the project schedule resulting from En'é three-year delay would 
not significantly afiect the economics of mie seneme. 

In conclusion, although the Board is fully aware of the 
difficulties. of assessing an application for 4 plant whicnewourtd 
not commence production for some seven years from the date of 
application - and is especially cognizant of the burden 10 places 
on the Board —- it does not believe such difficulties are 


sutficient to warrant deferral ot disposition. 


SEs ee 
VIL THE UNITED STATES SUPPLY-DEMAND BALANCE 


Because of the close interrelations involved, the Board has 
found tt convenient in this section of the report to deal with the 
United States demand for crude oil, the anticipated production of 
crude oil from the contiguous 48 states, and the resulting 


deficiency in United States supply. 


United States Oil Demand 

ely) Views of the Applicants 

For the period 1968 to 1980, the applicants, forecasit jan 
average annual growth rate in United States demand of 2.9 per 
cent, as compared to the figure Ofin2..5 sper scent woontained, in the 
previous application of May 3: a eh9.689, On bt ssebas.i6,. inited 
States demand was expected to total 16.2 million barrels per day 
in 819725 tamd ©1898). Sontllionebarrels, sper .day,in 1980. At the 
inception »f production from the proposed scheme in 1976 and 
1977 demand was projected at 16.7 and -l). mil Lion .barrels sper day, 
respectively. The applicants gave details to justify the new 
demand forecast and presented other current forecasts in support 
of their estimates. 

The applicants pointed out that the actual average annual 
growth rate in demand over the period 1950 to 1968 was 3.7 per 
cent, and nat, 4 projection of this rate would give forecasts of 
16.8 million barrels per day in 1975 and 20.aL mil Lion abarzneds per 
day in 1980. The corresponding figures for 1976 and 1977 would 


be oly J yard be. 1 million barrels per day, respectively. However, 


Be eae 


in cross-examination at the hearing, Dr. W. F. Thompson, a 
witness for the applicants, gave reasons for considering an 
extrapolation of the historical rates too Mig nee rOner 0 Laine 
principal factors, in his opinion, was Chat wWany former oppore— 
unities for substitution towards petroleum products could be 
exhausted Aan? che ®future, 

The applicants believed their torecase growth 14ate oO mec 
per cent to be attainable because of strong upward trends in 
gross national product and energy use. An accelerated growth 
in the labour ‘force; partly caused = by, the "changing sage 
distribution of the population, and the government anti-poverty 
program were expected to increase the number of active consumers. 
Direct and derived demand for energy use and other goods and 
services led the applicants to forecast an average growth rate 
of 4.3 per cent in “real gross "rat fonak product fandusi-omperecent 
in energy “use. 

. The applicants used two methods of forecasting actual demand, 
for cross—checking’ purposes The method tdiscussed in Vthesappiee 
ation was division ‘of the *total "demand inte five ima jor products 
and ‘other", Table VII-1 presents the acttal and projected 
Figures for these product demands, and the conversion to the 
bastat? employed by the Board in OGCB Report eaaa’ 4). 
a a aes Peet tel ny lie oh Bee te OE 
Gry Board Basis Demand = United States Internal Demand — Processing 

Gains + Exports -—- Bonded Oil Imports. 

(2a) Report of an Application of AtlanGice Richrtield ’Company outer 

Sérvice Athabasicay Ine. , Impérial Oi lvwlimited and @Royalite sow] 


Company, Limited under Part VIA of The Oil and Gas Conservation 
Act. December, 1968. 
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With respect to motor gasoline, the applicants noted that 
increasing real disposable income affected the number of cars 
and the number of gallons per car. The increasing proportion 
of young drivers was expected to increase the average distance 
travelled. For kerosene, the applicants suggested that demand 
would decline to a relatively stable level as domestic use 
declined relative to the agricultural, industrial and commercial 
uses, 

Rapid growth was forecast for kerosene jet fuel on the basis 
of continuing expansion in air travel. The applicants suggested 
that, despite the near saturation of the heating oil section of 
the market, the demand for middle distillate fuel would continue 
to increase because of strong upward trends in another component, 
diesel fuel. In the residual fuel market, the applicants postulated 
relatively slow growth, levelling off around 1974, as a result of 
increased competition from nuclear power in the public utility 


Pac toms 
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TABLE VII-1l 


Applicants; United States Petroleum Products Demand 
(thousands of barrels per day) 


0 1960 IONS) 5) 1968 oa. Leh) L950 














Motor Gasoline 2,488 937.890 455900 55259)" 5 640 Or ame 
Kerosene S25 3 Onl 268 283 268 25:7 
Kerosene Jet 61 335 607 7 OO Lese2n]. 0 aune tae 
Distillates 1,082 1,872 2.125" 9233609253 0] en cee 
Residual 1,518) lo529" oe, 60S se las Oe S15 Oe ee 
Other 1,047 "2, 144" 25589" W320 2 3) 2 lee ee 
Unicged. States 
Internal Demand 664587 99) / O9cfe Vile Sil See ee Hoe 21 Sebel eee 
Diaisier ctiga Le Oma. 555727 86554752 1G h9 45a 1 469 mal 2a 9 Dele 
Des r-c ian. 88.604 1.3226 o 155.6896 1% 6 Oe 2s, Ol Cape Ze la) ree 
Plus Exports 305 202 187 238 220 200 
Less Bonded Imports 200 200 200 200 Z2p0 
Léss Processing) Gains 49 145 220 Srie2 360 453 
Board Basis Demand 9,054, 11,280 135062) 1378730620 9ee om 


In support of their own forecast, the applicants presented five 
Other forecasts of United States demand. The forecasts are shown 
Table VII-2. The applicants referred to some details of these other 
studies, particularly the projected growth rates in petroleum 
demand, which were calculated for the period 1965 to 1980, as 
Opposed to the period 1968 to 1980 used in the applicants! Storecas 
Texas Eastern Transmission estimated a 3.5 per cent average annual 
Growth rate, the United States Department, of Inmterlorves Gimatedma 


3.2 per cent annual growth rate, while the Chase Manhattan Bank 
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forecast a 3.4 per cent annual growth rate. The applicants 
Suggested that, given the variety of the studies, the narrow 
range of the forecasts demonstrated agreement on the higher 
levels of demand contained in the applicants' revised forecasts, 
TABLE VII-2 
Applicants: Other Current Forecasts of United States Demand 


for Liquid Hydrocarbons in 1980* 
(millions of barrels per day) 


Date of 
Source Publication Forecast 
Texas Eastern Transmission Corp. March 1968 1878 
United States Department of Interior July 1968 ile} ai) 
Chase Manhattan Bank October 1968 1386 
fexaco ting, October 1968 1835 
Pan American Petroleum Corp. January 1969 18.38 


* Board Basis 


(2) Views of Chevron 

Liev conusstated thatgitsvown estimates of the overal labevaLlland 
trend in United States demand were in broad agreement »with fthe fore = 
cast presented» by the applicants. Subsequent to the hearing, 
Chevron submitted detailed projections of United States demand, the 


major components of which are shown on a regional and national basis 
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TABLE VII-3 


Chevron; United States Demand for Liquid Hydrocarbons 


(thousands of barrels per day) 





























1968 9570 LO 1980 

Dive Wve CicplaO Ly 

Internal Demand* T1047, 11,940 3,914 16.026 

Plus Exports 142 143 143 143 

Less Bonded Imports LeG en 205 LI 340 

Board Basis Demand Tlie 233 EL, 8oAs ore oe 158.84 
Drlsa tbl Crean V. 

Internal Demand* ‘yes tetsi ls) Lee ers eel 7p oS) 

Pius Exports oat 92 100 a9 

Less Bonded Imports 46 68 90 20 

Board Basis Demand 15360 1947, 23i2Z5 27 ROHS 
Totala United States 

Internal Demand* oy, O62 Toe oco. ore 2 18 ,914 

Plus Exports ZO 7s 243 242 

Less Bonded Imports Loge Zi Go 460 

Board Basis Demand L309 3 HG eatteh 48) As ys GO 185, 6:96 


w“==AEGCer deduction of Processing Gains. 

No other interveners submitted evidence relating to future 
United States demand. 

(3°) Views of the Board 

The applicants, revised estimates of United States Mdemandeane 
Higher. than heir projections submitted sat the August 968, heagwencs 


Lierelat Lome Othe, appl icanticn 


previous forecast, the new forecast 
Le some 400 thousand barrels. per day ereater in 1970, and shagher 
byeo op and L306 thos and barrels per iday in 1975s and vi ye0R 
respectively. The applicants' new forecast also exceeds the fore-— 


cast adopted by the Board in OGCB Report 68-C by amounts ranging 


Erom /3° thousand barrels per day in 9/0 tor S097 thousands bares 
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per day in 1975 and 718 thousand barrels per aday in h980;eeNone 
of the interveners challenged the applicants' views regarding 
future developments in United States' demand. Chevron's revised 
estimates correspond to the applicants" forécast up to 1975 but 
exhibit more rapid growth thereafter. 

The Board observes that the applicants' previous forecast 
underestimated actual demand in the initial period. The higher 
levels of demand in the new forecast result from the incorporation 
of new actual data and the projection of a somewhat higher annual 
Srowt hmrate: Z.w@perm cent y lasitcompared to 255 per “cent previously. 
in order to assess ‘the reasonableness of the levels of demand in 
the applicants' new foretast, the Board has considered the 
patterns of growth in other forecasts which have become available 
Since the August b9.68" hearin g} firee of Cuhe Vkorecas ts ment toned 
insthe “applicants submission fall Within “this category and “are 
based on the same definition of demand used by the Board: Texaco, 
Chase Manhattan and Pan American. The Board notes that only the 
Texaco forecast corresponds to the applicants" projection for Ee ep les 
whereas the 1980 forecasts of Chase Manhattan and Pan American are 
greater by 100 and 300 thousand barrels per day respectively. The 
Buard also notes that Chevron's estimates exceed the applicants’ 
forecast by some 200 thousand barrels per day in 1980, despite 
the close similarity between the two projections up to Loy oe 

In the light of the above comparison, the Board has concluded 
that the applicants” forecast gives a slightly pessimisticeasecace 


ment of prospects at the end of the period, and that the growth 


pattern predicted by Chevron more accurately reflects the curyent 
industry ficonsensus ws Accordingly{sintcaleubations relauing to 
future United States deficiencies, the Board will employ the 
projections of demand which Chevron submitted after the hearing. 
To pormit an analysis of intermediate syeats 7 jehe gBaand thas @inte a. 
polated’Chéeveon*sgforecast withingthaypeniod L975 sues! oO geass 
shown in Table VII-4. 


TABLE VII-4 


Chevron; United States Demand for Liquid Hydrocarbons* 
(thousands of barrels per day) 




















1970 es 1976 L947 1978 1979 1980 
United States 
Demand 
(Board Basis)* 13,800 or LOO 16,600 eh I Oh©) Vie 60.0 18, 100 1S 706 
Dista ucts 
IL” jevo) = LAW br 5900 ES a0 0 a 200 14,600 ES 20iG,0 15,400 S900 
DiQigweswee WwW 2,000 PA SKOKG) 2,400 Zee U0 2,600 2,700 2,800 


* Numbers rounded to nearest 100 thousand barrels per day. 


United States Domestic Oil Supply ex Alaska 

(1) Views of the Applicants 

The applicants presented new evidence on supply in their 
submission, and additional data at the hearing. It was suggested 
that the Board abandon the adjusted estimates adopted in OGCB 
Report 68-C in favour of the lower estimates of the applicants. 
For Districts I to EV, the applicants based their forecast of 
supply capabilities primarily on the increasing difficulties 
experienced by “the “three major ™=prorating states — Oklahoma. Temas 


and Louisiana. The adoption of a 100 per cent market demand factor 


.- 3 2 


in Oklahoma in early 1969 was interpreted as an acknowledgement 
that productive capacities in that state were unable to meet 
increasing demand. A graph was presented which showed the 
historical levelling off in Oklahoma production and was represented 
as indicating the failure of production to respond to the higher 
market demand factor. New data from the Texas Railroad Commission 
on the Texas Allowable Base were interpreted by the applicants as 
confirmation of the significance of a previous downward shift in 
Texas” lone term producing capability. Similarly, new data on 
Louisiana were believed to indicate a significant levelling off in 
the growth’ of Lowlsetana production’ capabilities: 

During che hearing «Mr. Re Glo Waniel ,farwitness” for, the 
applicants, mentioned additional evidence from the American Petroleum 
Institute annual report. The report showed a decline in the 
estimated life index for the entire United States from 10.8 years 
On Jantarvye if wl 96S) to HMORGeyears on January 14.1969. Also for 
the first time in the history of the estimate a small decline was 
estimated for productive capacity on the same dates. The applicants 
contended that their own forecast for the contiguous 48 states was 
upheld by the new data available. At the hearing the applicants 


gave further details of their forecast, as shown in Table VII-5. 
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TABLE VII-5 


Applicants; United States Production of Conventional 
OL) in the Contiswous 48 States 
(thousands of barrels per day) 


Districts D isi Cie .V, 48 States 
Year Letcogreyv ex Alaska Total 
1970 Dns LOA}: 1540:9'3 104290 
sips oo E083 10 5453 
1972 9,543 Li On/ 8 10 ,616 
LOAF 9,716 aro LOR wero 
T9974 95889 1,054 10,943 
BOS LOR0.6.1 1,044 Pie LOS 
1976 TOR Oey 997 1034 
E727 Oe Onze 950 10 ,964 
1978 9,991 904 1058.95 
1979 9,968 858 LORS 26 
1980 9,945 Spaz LOSS, 


With respect to District V, excluding Alaska, the applicants 
rejected the possibility of signiflcantso1tanhore adilecovertecwiin 
California. They cited evidence of disappointing exploratory 
drilling in) the Santa Barbara) Ghanne lis wheres at (the suimer oretie 
hearing there were only three known discoveries in 45 drilled wells. 

(2) Views of Chevron 

For purposes of forecasting production in the contiguous 48 
states, Chevron assumed that “annual gross additions = to reserves 
in these areas would approximate the average for the preceding 10- 
year period. Chevron emphasized that the acttal production rates 
corresponding to given levels of reserves were dependent on the 
extent to which the United States authorities allowed oil imports 
to supplement domestic production. [nw this connee¢ton = Chevron 
drew attention to the potentially large number of forecast cases 


LUVOLV NS st itereant Levels OfMGOtet Olle Lm pod ise 16 Was Chevron 's 
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belief thet the higher levels of demand now being forecast for 
the period up to 1980 and the uncertainty surrounding the 
potential of the Alaskan North Slope would induce the United 
States authorities to permit a greater relierice “on ampor tsi than 
hithertor In its own production forecast, Chevron assumed that 
total oil imports would grow to approximately 30 per cent of 
United States demand by the end of the period and alluded to the 
fact that former Secretary of the Interior Udall had pronounced 
this level to be the maximum consistent with national securitys 
The resultant estimates of future production. Ln Districts? 1* to 
IV and the portion of District V excluding Alaska, which Chevron 
submitted after the hearing, are shown in Table VII-5 below. 
TABLE VII—6 

United States Production o£ Conventional 


Oi) in Conticuous 48 States 
(thousands of barrels per day) 


Chevron: 


Districts L-to LV DUstrictesV ex Alaska 48 States 

Texas & NeAGaGe Crude Ne G aie 

Louis— Prod Erod— Prod=— 
Year tana Other weceLlon ho trawl! ues Lon eu ct lon Mowat Mota 
1968 ig Spee 2ZeAG 1,447 SE SI25 Y 7036 66 LeLG2 LOSA LT 
1970 eto y/ 2,460 1 513.0.0 0.88) 7 L080 67 WO Sty LO POL 
L975 6,425 22 2 LAS LOSS. 95 985 70 e065 (15450 
1978* (Tee ee ee) 2,080 IRS 0, 61016 95 Nie Ate N AR N.A NAY 
1980 6,200 2 30'20 gry VOD Oe O10 900 70 970 Ide ZhR0 


*. Provided sby iGhevann, fort Die tric ter tl tai FV fond: 


Chevron observed that the projected levels of production in 
Texas and Louisiana would result in the virtual elimination of spare 
total, Pastries, 1 


capacity in, these states .byeil> (Su Conseaquentas.: 


to IV production was predicted) to, decline in the later years of the 


forecast. Comment was also made on the projection for District 
V, excluding Alaska, which had been reduced below the level 
contained in Chevron's previous forecast submitted at the August 
1968 hearing. Chevron stated that the latter reduction) appeaned 
to be. justified, in view of recemtyoffshore idrime ings result es sim 
California’, although the indications» obtaineds tol dateso igo shore 
potential were stilt “inconcelusiver For the 48 states as a whole, 
Chevron believed that the postulated levels of) productionmiay 
somewhere in the middle of the range’ of possibilities, whereas 
the applicants" estimates were unduly pessimistic: Chevron 
contended thatvits. own, forecastimight beyexceeded ing practices 
depending onthe impact of such factorss as) thewrecentecencral 
increase in United States -crudevod | epnices. 

(3) Views of the Board 

The applicants saw no reason to change the production fore— 
Cast which they submitted at thewAusust 1966) hearine |  Atmthemurme 
o£ the original presentation, the app licantsedid nogaproyv i demga 
breakdown of eproduction by District, with the jresu ltethat tnestoangd 


employed its own estimates to apportion the applicants! forecast 


(3) 


on a regional basis. In their current Submission the applicants 


have furnished the Board with details regarding production in 


(3) At the August 1968 hearing, the applicants provided separate 
estimates toreMtaska production -on lyn In OGCB Report 68-C, the 
Board employed numbers submitted by Chevron to estimate the 
Applicants forecast for the remainder offs District Vaeande 
hence, (to derive esiiimates of) the tappblcantsey projection sor 
Digit tC tase On el Vit 
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Districts I to IV and District V excluding Alaska. The latter 
information indicates that the applicants envisage larger 
volumes of production in Districts’ I to IV, and correspondingly 
smaller amounts of production in District®V excluding Alaska, 
than had previously been inferred by the Board. Two important 
features revealed by the applicants' evidence are that District 
V production in the contiguous 48 states is expected to decline 
subsequent to 1975*)rather® than’ to’ remain! stables and!) that, the 
projected Teductilon, in’ Districtse . toe Viiprodiuction! isi therefore 
relatively less severe. 

in “contres t* "to the applicants, Chevron revised its previous 
forecast to incorporate changes in the projections for both 
Peete lects “l= toe Lv ance pigctrLveu ve excwudine® Alas Wales & Ghevroni"ss new 
rorecast depicts a dee linetine Districts. TP tol ivi production. a@iter 
1978, principally as” a result of dec ines? an’ Texas? and! Towisdana 
production, whereas Chevron had previously forecast steady 
Gxpansicn, i t Distt tc CS tO ee Production? Ape toe s96 0k During the 
period 19/5 to 1980" Ghevron’s= latest)! foretust’ Of iprodictionmen 
CGali®tornia dnd other areas or District Vi, excluding Alaskan 
exhibits a decline, in’ contrast to ‘the’ stable volunes’ assumed y 
Chevron previously. 

As a result of the changes introduced by Chevron, and the new 
information regarding the applicants' forecast, there is now 
agreement between the’ two projections’ regarding ‘the direction wos 
trends in production during ‘the? batter fiver years: of the! forecast 


period. Differences remain, however, regarding the timing and 
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level at which reductions in production will occur. Thus, Chevron's 
estimate of Districts I to IV production exceeds the applicants' 
forecast by 334 thousand barrels per day in 1975, is greater by 
some 700 thousand barrels per day in 1978 and maintains a differen— 
tial of some 350 thousand barrels per dayfin 1980.) In) District ave 
excluding Alaska, the more moderate production decline forecast by 
Chevron results in a 1980 level which is some 160 thousand barrels 
per daythigher! than themapplicantis "| progection: 

Tn’ view of the’ fact) that’ both thesapplicanits eroups mand 
Chevron projected annual gross additions to reserves at the 
historical 10-year averapese the Board Nasticonmcludeds that she 
differences in the production forecasts reflect variations in 
the underlying assessments of the productive capacities associated 
with given levels of reserves. ny thet Boa rs" 0 pi ny Oneal e 
applicants' evidence on current trends in the production capab— 
ilities of Texas and Lowisiana provides..a valuablevindiecation 
Cive these sitates will experience jgrowing Jimiationscming the lace 
of expanding United States demand. A similar situation may arise 
in. Californian although! the prospect smrorsoficno rem dri Lin oe pie 
Santa Barbara channel appear to have been enhanced by the announce- 
ment of a discovery subsequently to thes hearing. With respect to 
al lwitheise! areas)ucthe Board notes) sthat ~hesappilicants evidence 
did not attempt ‘tomidentify,the point tn, timesandsnate at which 
production tay: Dewsex pected sto declines In? nesta Glontt om thnes lattes, 
questions, the Board believes that) ja genuine diversity jof opinion 


exists and that the evidence does not permit a meaningful choice 


between the two forecasts. 

Having regard for the above considerations, the Board has 
decided to adopt the average of the applicants' and Chevron's 
Projections for production in Districts I to IV and District V 
excluding Alaska, In onder to provide estimates for individual 
years during the latter part of the forecast, the Board has made 
a linear interpolation of Chevron's District V forecast between 
1975 and 1980 and similarly interpolated Chevron's Districts I to 


iV Dorecasti sin ithe periods 1975 toreio7s8 and 91978 to 1980. The 
average estimate which the Board will employ in assessing future 
United States deficiencies has been rounded to the nearest 100 
thousand barrels, per day and is shown in Table VII-7 in conjunction 
Pitherne orecasts of the applicants and, Chevron. 

TABLE VII-/ 
Produgtion) of Conventionals Liquid Hydrocarbons 


in.Contizguous 48 States 
(thousands of barrels per day) 


Dae CPC C se hlt yoo SAV, Diisstineot. Be eso PAusasik a Contiguous 48 States 
Appli- Board Appli- Board Appl- Board 
Year cants Chevron Average cants Chevron Average cants Chevron Average 
1970 Deny, O50 17, O00. Be les095 1geO9 heed O01) eeeleO 020.0. tie 29 ze ee) OU ee 
ogee OOO.) L093 10,200 1,044 1,035 -1,200° (11, 103° 1450 ieee 
£97 Gal 03/ 10) 549.5 Oe ,0'0 29 1, 1/50 3:8. = Jas0 0.0. setlaln, 0.3 Bislolewn 33 lean 0 
1977 (20,014 OR gs he, AMO SS LONE, oo U 1,021 1,000 “10,964 1156 1GR wie ee 
1975 Oo O.L 110 26.9.0 10,300 904 £5004 4 oly, 000 = lie BO be 1 12569 Deel ood 
L979 9,968 10,495 LO 2U00 858 2 on 900. 10°78 26 “ists 8 2a ee 
1980 9,945 10 ,300 10 ,100 Bo la2 O77,0 90 0se 510 Oe? whale 0 Sa Oe 


United States Deficiency of Domestic O11 Supply 
(1) 


The applicants employed their revised United States demand fore-— 


Views of the Applicants 


cast, their own supply estimates for the 48 states and the Board's 


LB Oe 


previous high case for Alaska production to derive estimates of 


the” United’ States deficiency of "conventional Olt) Supply ae aiee me 


arc 19S 0% The applicants” numbers” for 1975 and TSO Vanes oy eneen 


Table’ VII-8 with interpoVatlons "by rthe™ Board, Lom. 8 ie me rer emirate: 


years. 


TABLE ViIL= 
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Applicants: United States Deficiency of Convent lonal Oil our 
(thousands of barrels per day) 








ine SiEeereas 
Demand* 


(Board Basis) ore 2.0 9: Oro 7a. Leo 


DnisteidersS ta ters 
Gonventlonal 


Product lon 1 2e, Sie) V2.8 128 4a 


UinsererGierS crancers 
Den seLlency OL 
Conventional 


Supply oF Oo 4,287 a 7 19 


“me veadre between lo omands LOGOS Up piaied 
hearing. 


Rite sone Cheg bas us Ot. tterpows eed 
Would = rEse trom 4)30m1 | ion bance ls pes 
Bio iat ene sp Giamcveary wien nl Oe en verte eleter tne Conley 
Per adaAy | UneeEgoUr 


(2) Views of Chevron 





FOOLS Loe 1980 








Uy Pee eas: eae bey 7s Loo 


12,445. 92-476) (elem Om 


5,150 5,581 620 1d 


by the .applicantsce ated 


numbers the deficiency 
day in. 1976 to. 4s. 7 ain eee 


reach somé 6*°million barrete 


Chevron did not submit detailed estimates of the United States 


deficiency at the hearing, but in response t6 a4 fPequest) it oube 


sequently provided its flgures on a regional and natvona lipase wes 


ive wlatterware sliown in Table Vil=o. The estimate of production 


included Chevron's minimum allowance for North Slope production of 
250 thousand barrels per day. Chevron suggested that, in the event 
that North Slope production exceeded the minimum allowance, the 
principal impact would be absorbed by lower overseas imports. 


TABLE VII-9 


Chevron: United States def lolency sof Conventional OL) Supply 
(thousands of barrels per day) 














19 68 Lo 70 1975 1980 
United States Demand 
(Board Basis) 137098, L358 20 Or, LOW 16°69 
United States 
Conventional Production* 10 ,608 11,144 Lino.20 Pie 20 
United States Deficiency 
OB Conventional Supply 2,485 2eo0 dL 4,187 Gry he 


* Based on a constant minimum allowance of 250 thousand barrels 
per day for the North Slope. 


Chevron submitted that the applicants had provided no evidence 
resardine ntheamportion tobethesyUnited 9States Gsupply dehiclency am 
1976 and 1977 which would be satisfied by Alberta production. Ror 
its own part, Chevron expressed the belief that the more’ rapid 
growth predicted for United States demand would place some strain on 
domestic sources of supply in the contiguous 48 states. Hence, in 
the absence of large volumes of new production from Alaska, Chevron 
predicted a growing defileité of United States «domestic toliysuppiy7 
Chevron stated this prospect would induce the United States 
authorities to permit imports to increase, within a framework of 
controls, to a level equivalent to some 30 per cent of United States 


demand. Chevron stated that one of the attractions of such a 
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policy was that it would defer the full utilization of production 
capabilities in the 48 states. At the same time, the United 
States would retain the option to reduce overall import quotas 
if and when substantial volumes of production became available 
from Alaska. 

(3) Views of the Board 

The Board's estimates of the United States deficiency in 
conventional supply are developed in Table VII-10 based upon its 
previously discussed estimates of United States demand, United States 
production from the contiguous 48 states and the forecast in Section 
V of probable Alaska production. 


TABLE VII-10 


Board: United States Deficiency of Conventional O71) Supply 


(thousands of barrels per day) 


1970 1975 1976 Lod 19:78 Log 1980 











United States 
Demand 
(Board Basis) 13,800 16,100 16,600 Le OO 17 7600 18,100 P8700 


United States 

Conventional 

Produceazon 

Contiguous 

AGtestiates 10 ,600 Lies O10 11,300 i, 300 ie 3.0.0 PL Loe Pl 000 
Alaska 250 1,250 LD 0 ly O10 26250) 20, 00.0 Su 0) 


United States 

Deprve tency of 

Conventional 

Supply 2,950 Shy SS) SF BAG SoU 4,050 4,350 4,650 
It is of interest to consider the trend in the deficiency up to 

1980, as well as the absolute levels expected in 1976 and 1977. liye 


this connection, the Board notes that the strong expansion forecast 


for United States demand would generate comparatively modest 
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increases in the estimated deficiency, principally because the 
Srowth in United States demand would be accompanied by rapidly 
rising Alaska production. In the period between 1976 and 1978, 
when production in the contiguous 48 states is expected to remain 
static, the projected increases in Alaska production would be 
sufficiently large to limit the annual growth of the deficiency 
to an average of 150 thousand barrels per day. In’ 1979, and 19808 
the annual increases in the deficiency would reach some 300 
thousand barrels per day’ as'a result of the anticipated decline 
in= production from the contiguous 48 states. HoweversS° even in 
this period, the impact of rising volumes of Alaska production 
would hold increases in the deficiency below the annual growth 

of between 500 and 600 thousand barrels per day in United States 
demand. 

The Board has also appraised the United States deficiencies 
in terms of the remaining import requirements, following the 
methods /diseusse@d) in’ Section Y xl of. OGECBIReport?6s=C., in” parkicutlary 
the Board has assumed that United States conventional oil supplies 
will be supplemented by small amounts of indigenous synthetic oil 
production, that total imports of overseas oil may be maintained 
at a constant 16 per cent of United States demand and that overland 
imports will reflect normal growth in Canadian imports and a 
constant allowance of 30 thousand barrels per day relating to 
Mexican imports. The various estimates contained in the Board's 


appraisal are shown in Table VII-1l1. 
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TABLE VII-11 


Board Estimate of United States Remaining Import 
Requirements 
(thousands of barrels per day) 


Deficiency WerSee Assumed Assumed Remaining 
U.S. Gonventional Synthetic Overseas Overland UU. Saampowc 
Oil Supply Production Imports Imports Requirements 
(1) (2) G) (4) (5) 

EOC 220 510 - 2208 598 144 
Os oN ae ONG) = 20256 Wes 245 
HL SVGAS Se ieie) - 2 60.6 770 324 
Loe) seo iG) - Kes BUS) 817 CyB 
L978 4,050 - Tigges (6 869 3105 
aes) CeO) 50 27096 N25 Te) 
1980 4,650 100 2,992 980 Sy ikke) 
Column (1) shows the deficiency presented in Table VII-10. In column 


(2), the, Board. has, adopted! themlows case tory Unitedsstates synthetic 
oil production developed previously in OGCB Report 68-C. Column 
(3) gives the levels of Overséas imports corresponding to 16 pez 
cent of United States demand. The numbers-for overland imports 

in columne(4),) are! made supsot the sboardis) lates rp ronecast got 

er eal growth?)in Ganadiansimports, whitch)was tabulated in, 0GCE 
Decision 69-12! andy therconstant ablowancewote30uthousand| barre ke 
per dayetouy Mexicans imports. The Board has deducted the assumed 
levelssotslnitedtStates|synthetiemoil productions yoverscasrampones 
and overland imports from the, deficiency of yeonventionalnail 

supply to provide the estimate of remaining United States import 
requirements (shown inbcolumn |) (3)- 


The remaining United»Statessimpornt erequirements agisiing from 





(4) Decision,on an Application by Chevron Standacd slimuted for 
eoneurrent Gycling and "Gas soalee Wns the Kaybob South 1 eldy 
ARG Ag MUSTO REN 


Che deticiency exceed 300 thousand barrels per@day” in’ 1976 and 
reach 400 thotsand barrels per day °in"197/7) °° FolVowing%a sbight 
decrease in 1978, estimated remaining import requirements grow 


by ‘some TOO" thousand*barrels” per”"day annually to reach just under 


OUU0 "thousand pbarrete per day in*1980 % 
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VIII NEW EVIDENCE RELATING TO THE ENTRY OF CANADIAN 
OIL INTO THE UNITED STATES 

(1) Views of the Applicants 

The applicants did not offer any new specific evidence on the 
terms of entry of Canadian oll MngUnited States marketsy athermenas 
Mr. Daniel's “opinion, given Am evidence. thats no chance would soe 
made in the national security basis of the United States oil import 
program, 

(2) “Vtewsrorebant. 

Banff expressed the belief that the substantial uncertainty 
concerning the magnitude of recent Alaskan discoveries and the 
recent restriction on Canadian oil exports would result in Alberta 
oil continuing to have "Low priority “access to United Statesmmarketser 

(3) Views of Chevron 

Chevron considered that the stringent restrictions under the 
inter governmental agreement of 1967 made it unrealistic to assume 
that restraints on the export of Canadian oil would be totally 
abandoned in the foreseeable future. Moreover, Chevron submitted 
that even if the United States produced at capacity, imports of 
Canadian oil into the United States would continue to be restricted 
as long as significant price differentials between Canadian and 
United States domestic supplies in the Great Lakes marketing area 
obtained. At the hearing, Mr. Cahill, Chevron's witness, emphasized 
his belief that Canadian imports to the United States would grow 
only in a controlled manner. However, Mr. Cahill indicated that 
special treatment of some nature for Canadian oil under the terms 


of the United States import program would continue in the future. 
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In argument, Chevron stated that the Unavallabadlity of the 
recommendations of the Canadian Government task force and the 
United States Cabinet Committee task force destroyed the 
credibility of contentions that restraints on the movement of 
Canadian oil to the United States would be eliminated; 

(4) Views of Mobil 

Mobil considered there were two substantial changes in 
circumstances affecting the enemy eofeGanadiantoilcinto talted’States 
markets. These were the appointment by the new United States 
adninistrationvwof alGabinet Committeactiosexamine (the entire 
question of the United States oil import program; and ?the 
announcements by major companies relating both to the construction 
of transportation facilities to move substantial quantities of 
Alaskan oil to. Undted States markets and to the “indicated overall 
Alaskan potential. Mr. Templeton, the witness for Mobil ,.  testtt ied 
that the apparent penetrating investigation being undertaken by 
the Cabinet, Commigtteewmade it clearethathevent the ub alanis «of 
probabdliticse, did mot. favour Canadian, oily beings pre-emptive 
benefhiciary of anyadeticilencysain Unitedestates demand. Mr 
Templeton also could see no reason to assume that after the 
expiry of the 1967 intergovernmental agreement with respect to 
the imports of Canadian oil, Canadian oil will be accorded 
LiberalizedstneatmentwiniUndteddStatesumarke ts, 

€3) Views of the Board 

The interveners identified four factors which they contended 
represented substantial changes affecting the entry of Canadian oil 


into United ,Stateg «markets 4¢sbhese ware) (i) the. publicat vonto£ 
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the 1967 export agreement between the United States and Canadian 
Governments, (ii) prospective developments in Alaskan oil 
production, (iii) the disparity between delivered prices of 
Canadian oil and domestic oil in marketing areas penetrated by 
the former, and (iv) the current reviews being undertaken by the 
United eee Cabinet Committee and the Canadian Government task 
Loree. The Board has considered each of these matters in turn. 
(i) »Although «the Board agrees that the publieativio mn, soe vehe 
1967 intergovernmental agreement provides new information, “Le 
believes: ,that) the significancetofithia Gactmlnes Poincipa Vlyewin 
its confirmation of previous evidence. ines eedtstonm ie £ OGos 
Report 68a as the Board referred specifically to the framework 
of agreement between the United States and Canadian Governments 
concerning acceptable levels of refinery feedstock export ss 
Consequently, the Board cannot accept that the publication of the 
agreement constitutes a substantial change in circumstances, 
(iajasLny OGCB Report 168. -Gethe® Board recognized the crucial 
Signitmeancel inictermsiiof opportunuties fore cunadaan exporus to 
the, United) States of the magnitude. and tate ot development of 
discoveries in the North Slope of Alaska: The Board considers 
that Alaskan developments since the publication of FOCCBY Report 
68-C havelserved tolconfirm thee Boards, GConcerneand agrees with 
the interveners that such developments will have an impact on 
prospective markets. for Ganadian ot, The Board believes that 
the question such developments pose is best accommodated’) in “the 
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(1) Repowt sotvwan Application vote Atlantic RitGhtiedd Company, Cities 
service’ Athabasca, Inc. , Imperial oil Limited and Royalite 
Oil Company, Limited under Part VIA of The On Dean diiGas 
Conservation Act. December, 1968. 
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analysis by the assessment of Alaska production in Section V, 
the computation of the United States supply deficit in Section 
Vilsand inthe appraisal iof the depieleney vin Section TX) 

(iii) ihe (Board notes: that trece nt increases in the price 
of crude oil, in ‘the United States have served to accentuate the 
differential between) laid down cost of Canadian and United States 
Oil in competing market areas. However, the Board doubts whether 
such changes since the publication of OGCB Report 68-C qualify as 
substantial. Moreover, the Board considers that Laid down cost 
is but one element in a refiner's assessment of the value of a 
Crude -oids Others, tnelude proprietary incentives, the nature of 
Che senude souls in, relation. to refinery facilities and product 
demand and the treatment of Canadian oil under the United States 
OL) impor & “proer amg 

(iv) They Board agrees with the interveners that the 
extensive review currently being undertaken by the United States 
aubhorities concerning) the, oil import program is a’ new factor 
atiecting the ventry Of ‘Canadian ‘o1l into "United States markets. 
Moreover. the Boardijaliso agrees’ thats. when available, the results 
of this review would provide a better basis for the Board's 
appraisal of these matters and may indicate a change in circumstances 
form Canaddany oil expor tox However, the present Unavaddability of 
these cesultspdoes not absolve tthe Board, ofvthe necessity ate this 
time of appraising toi the best of its»ability they probable markets 
forgGanadianvoil, ini the,United States, 


The Board believes the same arguments apply to the pending 
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results of the Canadian Government's task force studies. 

In“‘summary, the (Board reaffirms "tts 8recognition in OGCB 
Report 68-C that the future course of the United States import 
program Us a most “complex mattervand #thiat Pulbly definitive 
conclusions at this time are impossible. Nevertheless, the 
Board does believe that the circumstances governing the ‘entry of 
Canadian solll) sin tol "the wnited "States walt depend largely on the 
magnitude,trend and location of any deficiencies in United States 
supply. Accordingly, the Board considers that its analysis of 
the significance of ‘both™the total deficiencies tn United States 
supply and the remaining United States import requirements 
undertakenyin ‘OGCB Report '66—C provides! a badis tor indi catine 
thes pros pectisit or? Canadian exporter This position is predicated 
on the Board's belier as) expressed in 0Ges Report’ 68-Cy, which it 
relte nate sharthat 

(a) some system of United States oil import controls wills 
inwal ly) probability’, “bes continued indefinitely anto® the 
Pe unes, 

(b) the broad purpose of the import program as it relates 
to national security will be unchanged, 

Cc) Lf greater reliances bey placed on foreign supplies, no 
less and perhaps more weight than in the past will be 
assigned to strategic aspects of national Security 5 and 

(d) if greater reliance be placed on overland imports. =the 
United States will have regard for the surplus producing 
capacity invAlbéztayithe Varece “reserves Of the Alberta 
oil sands and the potential of unexplored areas in 


northern Canada. 


The «Board»notes;,that»its interpretation is not incompatible 
with the position taken by several companies and certain govern-— 
ment departments in briefs submitted to the United States Task 
Force on Import» Gontrols; On the basis of information received 
to date the Board observes that many companies appear to agree 
with the statement of Standard Oil (New Jersey) that "there is 
diminishing rationale for putting both Canadian and overseas 
Oil into a single overall limitation as has been done in the 
Pas t"hs Standard Oil Company (New Jersey), National Cooperative 
Refining Association, Great Northern Oil Company, Ashland Oil 
& ReiinineiGos, (United Refining Company, Murphy Oil Company Ltd: , 
Northwestern Refining Coin 7) “Lhe «Petroleum Industry Research 
Foundation and Gulf Oil Corporation advised chia to vrenheiet 
Canada's special security status, Canadian imports should be 
exempted from import controls. Clark Oil and Refining Corporation 
suggested that sthe \integration of -Canadian oil with United States 
supply would give the United States ereatenmilexth bl hey coomesit 
crises in foreign supply. The Dow Chemical Company argued that 
free denesia sf OmCGanadtian: todd: would encourage development of the 
transportation facilities needed in a national emergency.. 

A number of submissions supported an intermediate position 
that would not exempt Canada from the import control entirely, 
but would grant special treatment to Canadian imports. Sohio 
Petroleum (ol ~J8tands od Ond Got (Indiana), Cities Service Coes 
Union OU) Co. of Cali for niiavtand Continental! 09s cos proposed 


that: aidecision oni the Canadian! situation be deferred until 
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discussions had been conducted on a common North American oil 
pobicy. Two companless? UnionsOl le Gorm and) Texas City Refining 
Inc. suggested that Canadian imports should be permitted free 
access to the United) States: i1fithe Canadian eovernment agreed to 
limit ;ovenseas jimports toma degree tcomparable tothe United States. 
Tenneco Oil proposed a quota system whereby one quota barrel could 
be used to import one barrel of overseas oil or three barrels of 
Canadian (ote Aika sik anmgo dsl 

The Board attaches significance to the suggestion by the 
staffroft the Interior Department /that’ in RECoOeMLt 10 not es ecu oy, 
considerations, Canadian oil be accorded a special status. The 
Departmemt of sthe vinterioretunthem netarredmtio ithe desirability of 
some intergovernmental assurance tlio prevent Canada increasing 
exports! to the United States while relying itself on Silen bE voamte 
wontumersy orf) inisiecure Wrote hie 1Board) alisioino Ceismthe iSitiate 
Department staff's view that a system of western hemispheric 
preference or a continental energy policy be implemented over a 
DeTrivold) cme Giimes 

On .thep other hand, the» Boand tis aware: thatwesome companies — 
Shell Oil Company, Atlantic Richfield, Marathon ielip elaine: Coke: 
Mo bugle Olis iC on tanduGet tye O08 iGoretiawere opposed to special 
Creatment of overland imports and that the United States Depart-— 
ment of Commerce recommended that the overland exemption be 
entirely removed. The Independent Petroleum Association of 
America suggested overland imports should be included within 
the overalaboilssi mport) tq wots rand) sa lisioh noted shhate hastern Canada 
was more vulnerable to stoppages in imports than the United 
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IX OVERALL APPRAISAL OF THE APPLICANTS' 
MARKETING PLANS FOR THE SYNTHETIC 
CRUDE OIL 
(Majority view < °C. W..Govier and A, fF. Many luk) 

In making an overall appraisal under the Oil Sands Development 
policy of the applicants’ marke time “Pp lams for'50 ,000 barrels per 
day of synthetic crude oil, the three Board members have been 
unable to agree on all aspects of the matter. This section gives 
the majority view of Chairman G. W. Govier and Deputy Chairinan’ A. 
F, Manyluk, and the majority of the Board is referred to in this 
section simply as the Board. The following section, Section IX AS, 
gives the minority view of Board Member V. Millard. Tie Appraisal 
is based upon the views developed in the preceding sections concern— 
ing Alaska, United States demand and production, the Pane SENS 
deficiencies and other matters relevant to the entry of Canadian 
oll to- United Statas marketse 


A. Qualification under the "New Within Reach 
Market Criterion 


if 
They Board has previous lyvetated ,pin OGCBY Report 69-B° ), 


its 
belief that thé smarketing plans for! the synthetic’ crudefoail would 
qualifyeunders thes “new within reach: market! eriterdon? Tf Vthe 
deficiencies» in the United States supply in thé peried2976 to 


1977 would be approximately what the applicants anticipated, at 


the August) 1968*hearing ofythe applications for? the? periods i973 








Cl) «Supplement tosethesReporttotean Application offs Atlantic 
RichfieldsCompany, Caties Service Athabasta, Inc.., Imperial 
Oil. Limited andy Royatiteqoil tGompaky, *Limitéde under ParteVIA 
of ThesO0ilt rand "Gas ConsemationsActr@Marchyengeg ; 
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to 1974", As mentionedwin Section ll etic boandwien concernedsDoOrL 
with the total deficiency in the United Statesiicupp ly of 
conventional crude oil and with what it defined in OGCB Report 
68—c 6”? as, the remaining import, requirement. 

(els) Total Deficiency in United States Supply 

A ¥COmMp amision, Clipthe «Board sup mesent. es tiie ite nO tf Ul opeGo at 
déhiedencies. vas developed -iny Section Vili sand ihe app iatcanis| 
earlier figures, as reported in OGCB Report 68-C and with figures 
for the years not then supplied by the applicants interpolated by 
thes Board.) ‘iss eiven sin, Tabdie VixX—1) Following. 


TABLE IX-1 


Present Board, and Applicants 91968) Estimates, of) Imited States Total 
Deficiency in Convent tonal Oil supply 


(thousands of, barvels per, Gay) 


























1976 LOR a7 1978. 1979 1980 
Present Board By) 30 8) NSN) 4,050 4 350 4,650 
1973 LOTS LO 7S WS) LO dd 
Applicants' 1968%* BFS 0 3.03 0 SPerewend) 4,140 4,460 
RECeieisisO bes eacersielnit | 
BO eda seams eels 
Over Appl icanticy 
IVs IS EGMBEeS ieee 
Three Years Priox 320 33 20; 220 210 190 


*% Based ones Boards Tage rp Ome one 

The present Board figures are derived from forecasts of the 
Lotal) United States, demand and of the production in the contiguous 
48 States and Alaska. All of these forecasts are Subject to 
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(2) Report ofan Application. of Atlantic. Richt fedd Company, Cities 
service Athabasca,vinc. ;,imperiale Qil~ahimited and Royalite 
Ouvl Conpany, Linited under Pare ViAstore lies Od candela 
Conservation Act. December 1968, 
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uncertainties. The Board has endeavoured to appraise the probable 
direction and amount of the uncertainties in each of the 
component figures and through these, the probable range of 
uncertainty in the total deficiency numbers. Referring to the 
1980 estimate a consideration of the range Of uncertainty sugeests 
that the 4.65 million barrel per day deficiency, which represents 
the Board's best judgment based upon all of the evidence available 
to £C, Gould reasonably be Sh 00W as ee,.o Or as High, ae 5,4 million 
barrels per day. thas Nee that the deficiencies presently estimated 
by the Board fall below the mid-point of the likely range and to this 
extent may be considered conservative. 

On the basis of these estimates, the Board observes that the 
United States probably will experience total deficiencies of 
domestic conventional supply in 1976 and 1977 which exceed the 
Sppeitcants, original predictions foresthe period19/3_ to—f974,. The 
amount of the excess in 19/7/68to0 197/ is about the same’as the 
uncertainty in the figures, although in 1978 and later the excess 
of the present Board’ figures” over’thée applicants" earlier ones ts 
lease than the likely uncertainty in the numbers. These figures) de 
not suggest any serious abnormalities in the pairing of 1973 and 
1974 with 1976 and 1977 in comparison to the relationship between 
other correspondingsveares, Moreover, the two sets of fisures 
exhibit a similar increasing trend over the five-year period although 
the higher figures of the present Board estimate increase somewhat 
more slowly than the earlier figures of the applicants. 

(2) Remaining United States Import Requirements 


The Board has also compared its present estimates of the 


unt Gees 
remaining United States import requirements as developed in 
Table VII-11 of Section VII with those which it estimated for 
the low Alaska production case in OGCB Report 68-C. Coes 
chosen this basis of comparison of the remaining import require- 
ment because the Board did indicate in OGCB Report 68=C that 2t 
would have expected restraints on the import of Canadian 021) to be 
removed, under its then low Alaska production case, in the period 
PS 73" Co sl Onno: furthermore the applicants did not present 
remaining import requirement figures in 1968. For the low 
Alaska production case the Board had estimated remaining United 
States import requirements of 312,000 barrels per day in 1970 
and 493,000 barrels per day ane19 75" It did not estimate figures 
for the intermediate vyeare . In effect the Board's 1968 criterion 
for the removal of restraints on the import of Canadian oil, 
expressed in terms of the remaining import requirement, was a 
remaining requirement well over the 300,000 barrels per day but 
less than 500,000 barrels per day, say in ttre range “of 4005000 
to 900,000 barrels per day. 

Figure IX-1 shows the year by year variation in the total 
United States deficiencies, as summarized in Table IX-1 together 
with the assumed United States synthetic Production, overseas 
imports and overland imports, and the derived remaining import 
requirement, Both the Board (low Alaska production) 1968 case 
developed in OGCB Report 68-C and the Board's present estimates 
as developed in Section VII of this Le pier tae te shown (3) , The 
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(3) (.To permit Wa. year by year comparison with its present figures 
the Board has interpolated its 1968 figures for,the, inter— 
mediate years, 
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FIGURE IX-1 COMPARISON OF 1968 AND 1969 FORECASTS 
OF DEFICIENCIES IN U.S. SUPPLY 
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levelling of the remaining import requirements following 1972 
in’the V6 "forecast, sand! their dist inetiedéc bine from 1972: to 
Lv?3 in the pPesent “forecast, vare <divect wefileet tons of ithe 
projected “entry or Alaska North Slope praductiion early in 1973. 
Table IX-2 summarizes the present Board and the 1968 Board 
estimates Of “the remaining import requirements. 
TABLE IX-2 
Present Board and 1968 Board Estimates of Remaining United 


states O11 Import Requirements 
(thousands of barrels per day) 





























1976 1977 EO /c8 LORY 1980 
Present Board Boek SB 9T/ OD 479 Rifts 
£973 1974 LoVs LO T6 US ROT 
1968 Board 497 502 493 637 167 
Excess of "2966S 
BOe tds ts Geka t emo 
Three Years prior 
Over —Presene Board 
Estimate 1e7S 105 128 L158 189 


Ths "table "shows “the present Board ‘estimates! of the renaininge 
import requirements to be less than the previous ones (applicable 
three syears far lier jy by seamounts ein boy fivand Mater » imcreasine eomom 
abouG 1007000 Teo nearly 200 7000 sbarrels 4pern iday. Nevertheless, 
both sets of estimates show a similar general upward trend. On 
the basis sof this comparison sthe Board «concludes that the? impact 
of the change “in ‘start vp Cine iproposed byethe rappl icant s sthe 
revisions “in "the “Unit ¢¢ "Stated demand, the tevis ionsedin) the Sup pie 


from the 48 contiguous States and the changes based on the previous 


assumptions of the overseas and overland imports, together come 
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within 100 to 200 thousand barrels per day of compensating for the 
difference between the Board's previous low Alaska forecast and 
its present, substantially higher, probable Alaska. forecast. 

Applying) ithe: cmditexrtbon go fe400,00I0) tio 500 7000 sbarnels Vpeniiday 
the Board observes that the remainingiimport requirement would 
reach the lower limitvUof the range an elo7 7 tandethe upper, Pimit 
before 1980. (The "minor dropgin Stine iremaining import requinetiens 
shown for “L978 is wot considered significant) since it would be 
eliminated by a very wililehu change Ginethessuiming jor level or he 
projected Alaska North Slope production.) 

The Board’ also has appraised the itipact om Lis “esipimates 
Of the remaining import requitements, of “the probable uncertaintves 
in the component numbers. Here a serious shortcoming in the use 
of the remaining import requirement as a criterion becomes 
apparent. This is the fact that, since the remaining sim poae 
requirement is dependent upon the differences of relatively large 
numbers, nodest umcertaintieas pin the bas iteagin format Loni.or sthe key 
assumptions may lead to uncertainties in the remainder which are 
relatively large). Thissapp lies sboth ito the ppresent Board £icunes 
and .to its 1968 estimates of the remaining import requirements 
although Ltrs "rebatively moréssenmious im ‘cGheecase jof the lower 
19GS stteure’s. -iThe “Board smecopm ize s: Sih at) se he eumocentain fies jare 
relative ly *harge jj .andrcowlid ibe epnimeither direction 9 ibwe othe 
estimates’ shown sin Figure) IX—-l sand Table IX=2 represent what it 
believes to be the most «probable situation. 


(3) Measures of the Probable Deficiency vin Umited States 
Supply 
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The Board now has two measures of the probable deficiency 
in. United States stpply an the 1976477 period: thies cio taal. 
deficiency which has been seen to exceed by a significant amount 
thatyearlierlestimated bythe applicants for 1973-74, and the 
remaining import requirement which, while SubYyeckt® tonrelamive.y 
large uncertainties, would probably enter the 400,000 to 
200,000 barrels per day range in the y Sree a St She: wis, the 
range where in 1968 the Board believed restraints on iotp.or tetod 
Canadian oil would be removed, Giving weight to both of these 
measures the Board accepts that the United States deficiencies 
as they may now be estimated for the period 1976 to 1977 would 
be approximately what the applicants previously estimated they 
woudd) be: in “the? peraod: 1973 to? 1974... Barring adverse changes 
in the overall environment, the Board would expecta res trivet ions 
on the movement of Canadian oil to be removed and the markets to 
quality underetiese news within reach criterion dint.the: 19 7677 
period. The effect of changes in the overall circumstances 
relating, forthe entry? of Canadianeoil anti ithe, United Grates: de 
dealitiwith! Later? intthis ‘<exnt ion. 

B; Qualification under the Other "Within Reach Market" 

Criterion, or the Late niece Crire rion, 

As a further guide to its judgment in appraising the applic-— 
ation, the Board has reviewed and revised the life index calcul= 
ations presente dftin) Sections XL of OGCB Reports 68405 The purpose 
of this review was to determine whether the application would 


qualify under the criterion applicable to any "within reach 


market", that is, when the life index of Alberta's conventional 
industry “si project edgetosmdec mi memo wert alneler els. The review 
has necessitated a reappraisal of the Board's forecasts of 
Alberta’ sures env.iest andyypr oduct ion of scriuidesar ls 

The Board has reconsidered its low, medium and high projections 
of initials reserves of Abberta (iehi sand, mediumicrude (oi lo as 
published im Sect iom Vil Ipvote OGCE Riepomt 667. sand (sjcesmno med son 
to vary ‘them at this seime.y (Adisio,y ait tcontiaues (tor cons iderngen es low 
and medium forecasts most applicable to a life index projection, 

in. Section) VILL of OCCB Report) 68-—Ciy the Board also, presented 
its basic Forecast of the demand for) Alberta, Licht and medium) crude 
is In Section XI) the basiemtorecacge was; 1ncmeased) by Zoe per 
cent ‘tolfgiive aPhdiigh projection. Tiiince gone publacation sol piinat 
report Andy in’ connect oni wistit ane ppdd cation by Chevrony7..e) atin, 
too the: eycling of ash from the! Kaybiob: South meld, the, Board has 
made some minor revisions in its basic demand forecast, These 
were discussed and published in OGCB Decision 69-12. For purposes 
of the current) life andex: calculations.) the nevised \basic demand 
forecast has been extended from 12980 stosdl'9i85ron, the, assumptions that 
opportunities Lor Canadian ot willbe Limited ito “exis tingemarker 
areas “in Canada “and the Unitedy Stages, mndyithat senere wild, be a spread — 
welt crelakati ont otmUniteds 5 Catessimporty con Urolism dui ne “the period: 
Under these market conditions, anvextrapoatiion of the trend in) pro= 
duction: friom others arieass of Canada ,f iinedadamige mews aarieasc:. and. a 


projection mf thier itrendsin Alberta ‘saprodiuct ton cote heanys crude 
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oil and pentanes plus indicated a growth in the demand for Alberta 
light and medium crude oil from a level of 1,300 thousand barrels 
per day in 1980 to some 2,000 thousand barrels per day in 1985, 
The Board believes that the procedure adopted in OGCB 
Report 68-C, whereby the basic demand forecast was increased by 
25 per cent, should also be applied to the revised basic demand 
forecast to yield a new high projection of demand for Alberta 
light and medium crude oil. it is’ the Board's opinien that this 
procedure remains valid in view of the possibilities that (a) 
there may be some relaxation of existing United States import 
controls prior to 1980, and (b) Alberta oil may achieve a share 
of eastern Canadian markets during the same period. The Board 
believes that the realization of either or both of these 
possibilities would be a gradual process, For purposes of 
deriving a high demand forecast, therefore, the Board has increased 
the basic demand forecast by the full 25 per cent only in 1975 
and subsequent years, and employed smaller increases in preceding 
years. The resultant demand for Alberta light and medium crude 
oil under the high forecast reaches 1,660 thousand barrels per 
day in 1980 and rises to some 2,500 thousand barrels per day in 
1965. 
The Board's new life index calculations, based on the low and 
medium reserve estimates and the new basic and high demand fore- 


casts, are shown in Table IX-3. 


TABLE LX-3 


Life Index of Alberta's Proratable Crude Oil Reserves 


(Years) 
Case [| Case Le Case it Case IV 

End Medium Reserves Low Reserves Medium Reserves Low Reserves 
wear Basic Demand Basic Demand High Demand High Demand 
F970 28.9 ZGra0 2G ZO 

BOT 200 2309 2 Oe 18.4 

oro 24.6 Claes eh Ads) Le e0 

Boy Pad sede) ZR aoe Veo 

17: Pt 1323 TORRE we 13.9. a3 
£79 Leys eat Li 14.6 T2e 

1980 EG Lo ees Bi 13.2 i Lee 

BOS PG ao FW 77 Tass 9.4 

TOG 14.4 ib gate LOO Tao 

EY S3 wa 12.8. clad 10 r2 fay als) 6.6 

1984 dys ak 8.6 es Ue 

1985 we hsate ae Orn) 4.0 


Pie cacheor et ha sfours cas sain Table, IX—32) the Boardp has inserted 
a WEoken Line to indi cape the approximate time at which it would be 
necessary to schedule new oil sands production in order to prevent 
the subsequent decline of Cie lite indeseue lower he Critical leved 
of 12 to 13 years. The Board notes Chat the ‘current application 
would qualify under the life index criterion sometime between 1977 and 
1975 if the trend illustrated in Case Ivy were to be realized. In 
view of the underlying assumptions, the Board believes greater 


reliance should be placed on Cases Lt LL ave. tienen Case IV, dt 
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is apparent from Cases I; IIl*and IIL ‘that the current application 
could not qualify under the life index criterion until 1979 at 
the earliest, and that approval might have to be deferred unt ee 
as late as 1982. The Board believes that the most probable 
date for approval under the life index criterion would be about 
year hd? ISO Pedorrespondinge with 4 dite eitch between Cases 
LL cahdieper, 
ae Implications to the Conventional Producers if 

the Board's Appraisal of the Probabilities 

Should Prove to be Inaccurate 

In its consideration of the present application the Board 
has had to forecast reserves, production and demand for crude 
oLl seven and more years into the future. Because of the long 
forward period of the forecasts they are subject to more than 
the usual uncertainties, In view of these greater than normal 
uncertainties the Board has asked itself what the consequences 
would be if, on the probabilities as it now sees them, and with 
the approval of the Lieutenant Governor in Council, it were to 
grant the application: the applicants were to proceed* “fui 
scale production were to begin in 1977; and despite the proba— 
bilities as the Board now sees them, restrictions on the import 
of Canadian oil to the United States were to remain in effect 
to the extent that, say through 1980, the markets availatle 
to the conventional producers were reduced as a consequence of 
the marketing of the synthetic crude oil, 

First, there is no doubt Un-the Board's mind that the 


applicants, having proceeded in good faith, could Rot, in tne 


8.6 


event jassumedyabe requested \tomreduce or disicon ten we guiete 
prodwe Sion, Their authorization, wou ld havemto be honoured 
as long as they had met their commitments. 

Secondly, in the event assumed’), the conventional producers 
would ‘sift feni.a, neductiom injypcodiction = hart ne sine! 977 Sim an 
amount, whachecou.ld -beivas) bieh as ‘the full507,000° barrel supe t 
day Of8 SyREnetie crude: ole production. Siace the <a ppliiicunimer 
themselves currently supply about 30 per cent on themtotaL 
market for Albertaicrudes oils the shate aot itis masimum 
deferred production which would be borne by the conventional 
producers other @thanvthe applicants would Demmabouc GomO0U 
barrels per day. Furthermore, it would appear unlikely that 
import controls would be applied through the full period assumed 
(Ghat is to > tChesend of 1980)Mtomthe ful leecuzvalent ofetne 
amount of ssynthetic “crude oll =) Over such a four-year pericdmtne 
Board would expect that the controls might gradually be relaxed 
With the result, that the annual amountseot thes de rorred production 
would gradually decline. The Board would doubt if; On averave sover 
the period, the conventional producers would suffer a deferment of 
production exceeding three per cent of their total market. 

The deferred production would not be Peimame tty — lo sit 
because the corresponding productivity would be preserved and, 
starting from the time when production would otherwise have 
been laren by productivity production would be Sreater, than 
it otherwise would have been. The real loss to the conventional 


producers would be the difference in the discounted worth of 
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the production deferred and the same volume of production 
later regained, The Board believes that this real loss would 
probably be of the order of three-quarters the actual volume 
OfPvdetenred erp rocuc tL OnTLy tne period, 1977 toerlLysl, 

ASturtWereimportantefactor*in this pes Simist ite “appr ads al 
of what could happen relates to the obligation of the appli- 
cants eto supply a “new within reach” market to the conventional 
producers, including themselves, of an additional 50,000 
barrels peryday. Bearing in mind the fundamental intent of 
the Oliw Sands peve lopment Policy; this’-obligpation would not) be 
PUEVU pone ties aDH IN Gant ee wiiwe “YeetCrdaints on thelexport) of Canadian 
oil remained — the situation being explored, However, once such 
restraints were fully or even largely removed the obligation 
would be there and the applicants have accepted it. 

Granpwed thate titres atremindesx, for tie conventional industry 
were to decline to the point where their project would qualify 
Under thesWite Andexatriaterso0,) the applicants or approval 
holterss could Spe lys or reapproval winder that crivertion? andi to 
be released from the obligation. In the situation assumed, the 
Board doubts they would be so released before the conventional 
producers to the extent feasible had an opportunity to have their 
loss due to deferment of production offset. On the assumptions 
which have been made the conventional producers, in addition 
to rece ining sene production deterred from? 19 77) .tor dO SI1F! wonld 
therefore also benefit from a share of the additional "new within 


reach markets" provided by the applicants. 
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The- overall effect is that the share of new markets would 
improve the discounted worth of the production following their 
acquisition and reduce the real loss which might be suffered by 
the conventional producers. Even so the, conventional producers 
would be exposed to a cash flow loss which might only be 
partially recouped over a further like period. 

Ds Qualification: Under ‘the Broad) Intenarot 

the Oil Sands Development Policy 

Having appraised the marketing plan for the synthetic crude 
Oilsdinjoterms -of thesdeficiency in United States supply and under 
the anticipated trend in life index and having considered the 
consequences of an inaccurate assessment of the probabilities, 
the Board has asked itself whether, considering all haccoarc.. 
approval of the application at this time would be consistent 
with the broad intent of the Oil Sands Development Po icy waelne 
broad: intent) highlighted on page 9 11, of Section Il of: this 
report requires that oil sands production supplement but not 
displace conventional oil and, subject to that * etha to iL seams 
development should proceed as rapidly as it can be integrated 
into the economy of the Province. With respect to the synthetic 
crudesioiges this’ meanswythatwedither ithe, oal) be marketed in, a."new 
within reach market" or that its production be considered 
desirable under the life index test, 

As discussed in Section XII of OGCB Report 68-C the key to 
determining whether or not the markets are new is whether or 


not restrictions on the volume of Canadian oil entering the 


we 60. 


Undated Staves® marke i will) continue’, ine Diet oberomtiwlI 68, in 
OGOB Report 68-ce) the? Board! stated” its judgment that restrictions 
would be removed if the United States deficiencies reached a 
cer tain level in-PartwaA or this section thellBoard cone Tides 
that the stated level) of deficiencies WiLL lee ne aly probabil lies 
be reached by about 1977, but there remains the broader question 
of whether under to-day's circumstances the development of 
deficiencies of the stated level still will mean that 
restrictlons: con e-the import sof Canadian 621° fo tthe United States 
will be removed. There are Algeseehond both ‘in “the fieures 
generated and in the overall environment between October 1968, or 
Mareh"2969and nowl 

Conparing =eherpresent and fhe 1968 ticures Part wPot tris 
section shows higher total United States deficiencies, growing 
more slowly and lower remaining import requirements also growing 
more slowly. secttonGVitl-discusises “some ofthe -changés: inthe 
environment including the range of views affecting “Canada being 
expressed Tio the United (states lack (Forde io nov lt timpdrt wont rol, 

The principal changes in the environment to-day as compared 
with eat’ Dr oie: ta llto BalG8 Cand Ss pr ine: tof 4969) are tite 
greater efforts being made by both Canadian and United States 
authorioies tio “enfomcel ris! terms “ofthe initene ove tment | 
agreement’ restricting Sxporte ft Canadian oil to the mitted 
States’ “and the’ incredsed acceptance’ in both government “and 
industry cireles:’ of the idea of integrated North American policies 


for tthe (tr ate porta ont “andi imacke tain ey som rib ‘and? ‘puis? 
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As discussed in Section VIII the former development, while 
affecting current marketing, suggests nothing really new and 
merely) confirms that) while such restrainte)exist theymarke tc 
Stiiggesited by the applicants couldmnot, represents net) gai nce 
required underythe,Oil; Sands. Development yPolitcyr 

The latter environmental change, however, does indicate a 
much broader» recognition of the.mutual benefits of the coneinental 
approach. The stands in favour of such. an, approach whichenave 
been taken by the governments of Alberta and Canada might 
have been expected, but the Board finds it significant that 
in their submissions to the United States Task Force on Oil 
Import Control, the ‘stafflo£f the State, Departmenle cle ticmunm ced 
States has expressed favour for a continental policy and the 
staff of the Interior Department has suggested special treatment 
fon pCanad tan’ onl. Similharly,;.as discussed in Section y VELL] an 
impressive list of United States,oil companies thave’ Llentwethers 
Suppont ftawascont inental ~potlicy., 

The Board recognizes that.avcontinental oil policy adoes 
not necessarily, mean, ,removal)of restriction on the movemene 
Of Canadian oil but /it should enhance (the prospects of Canadiand 
oll senving Sehey United States: Midwest and ~enenal ly voperate 
in the direction.of relaxation of control) over jehe smovementuror 
Canadian oil. Also it is likely to improve the prospects of 
Western Canadian oil serving markets in Quebec through mutually 
agrecd upon, réestrictions,.on North) Americans dependence son 


overseas oil, Additionally, the recent recognition by the United 
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States of “its! own po stiitiorn with respect to gas supplies, the 
desirability of it being able to obtain additional supplies 

from Canada? land! the interrelationship between Canada's supply 
of gas and its markets for oil, suggest that the United States 
will bear in mind its need for gas supplies in its consideration 
of the desirability of restricting imports of oil from Canada. 
The Board considers all of these new or strengthened attitudes 
in United States government and industry circules indicative of 
future relaxation and ultimate removal of import controls. They 
suggest a more favourable environment than the Board foresaw 

in Uctoper Of 1968, 

The Board has weighed the previously discussed matters; 
the arithmetical analyses of the deficiencies in United States 
supply; the life index predictions; the consequences upon the 
conventional industry other than the applicants should the 
Board with the approval of the Lieutenant Governor in Council 
erant the “application and should “events later “provethe® Beoard?s 
appraisal “of the probabilit fee “inaccurate # and “the chang ing 
environment. In summary the Board believes: 

(1) The -analyses of ‘the Wdeficlenciés sin “the Und ted 

States supply anticipated in 1976-77 suggest 
that restraints on *the Vimport™of Canad imnr oii 

to the United States will be eliminated by about 
oy 

(2) The projections of life indices for Alberta 


conventional crude oil suggest that synthetic 
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crude oil will be desirable to supplement con- 
ventional productiion eby 960 dor ~19SiF 
(3) The consequences on the conventional producers other 
than the applicants should the Board, with the approval 
of the Lieutenant Governor in Council, grant the applic- 
ation and should events later prove the Board's 
appraisal of the probabilities jinaccurate, «could 
be significant: im Germs ofec ash, sf how ho meaepertad 
of three or four years when a deferment of two to 
three per cent of their market could result, but this could 
be partially offset through the provision of new markets 
by the applicants. 
(4) Changes in the overall environment suggest that 
the probabilities of a North American oil and gas 
policy with improved prospects for the marketing of 
Canadian oil are greater now than could have been 
assumed in October 1968. 
Item (3) above provides a measure of the risk which would be 
taken if the application is now granted and considering what 
could happen under pessimistic assumptions. Looking, however, 
at the more probable “situation as seen 4by the Board, that’ is, 
that controls would be removed by about 1977, the conventional 
producers would stand to benefit by the present worth gain 
resulting from the opportunity of serving a share of the 
matching "new within reach markets" in the period immediately 
following 1977. The Board believes the benefit under this more 


probable assumption would likely be greater in terms of present 
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worth than would be any net adverse effect as discussed under 
the pessimistic assumption. 

The Board also has asked itself whether the benefits 
to the Prowinde. 'o f¢a granting of the application at this time 
were such as to warrant the taking of some risk. 

The Board believes there would be benefits to the economy 
of Alberta, arising from further commercial development of 
the oil sands. It believes that if the present application 
Poe Otasn pn rove d of t may be several years before another applica-— 
tion is made and further commercial development could be delayed 
well beyond 1976-77. Furthermore, any appraisal of the trend 
io he pleite index discussed in wubsection .Bcconfirme that 
Synthetic porude.o11, will be required to supplement conventional 
crude oil by 1980 or soon after and that new synthetic production 
will then be needed in amounts exceeding 100,000 bartels per 
day each year. Dh ie, pres pact. underlines. the importance of 
Mibenta waving ptheubest. possible technology ready and tested by 
£9807. 

The, Board believes the benefits to the Province are such as 
to warrant the taking of some risk. 

The, Boamd concludes thatwenamtine sof the application would 
be consistent with the requirement placed upon the applicants 
relating to the level of the United States deficiencies; 
that changes in circumstances since October 1968 or March 1969 
do not lessen the signitieance of the deficienty test butvap pear 
£0 favoum relaxation sof ccontrole shat at WO. ee han tino. oe 


the application at this time would have only a short term adverse 
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effect on the conventional producers which. would probably be 
partially offset within a further like time; that the benefits 
to the Province of an approval of the application warrant the 
taking of some risk; sand, .overalh, thateappuoval sot (the 
application would be within the broad intent of the Oil Sands 


Development Policy. 


Sine. 


IXA OVERALL APPRAISAL OF THE APPLICANTS' 
MARKETING PLAN FOR THE SYNTHETIC 
CRUDE OIL ; 

(Minority view -— Vernon Millard) 

This section, like Section IX, contains an overall appraisal 
under the Oil Sands Development policy of the applicants' marketing 
plans for Chessp0n000 barred pers dayofi synthetics crude! o11,¢ahe 
appraisadviin whtsesection! Usiithet of Bourds member, Vernon: Millard, 
whose views on the subject are not in agreement with the majority 
views expressed in Section IX. 


Ae, Qualification Under the "New Within Reach 
Market" Criterion 


(1) 


the Board concluded that the applicants' 


In OGCB Report 68-C 
plans for the marketing of the synthetic crude oil would have 
qualified under the "new within reach" market! criterion if, on 
the balance of probabilities as they could best be assessed, the 
deficiencies in the United States supply were actually of the 
order eatimatedybysthes applicantss in. their! 1968 application, for 
the perdodyi9g¢sytoyi9./58 

The Board reached this conclusion because these deficiencies 
and the related remaining import requirements as calculated by the 
Board were sufficiently large that "the requirements of the 
United States. for additional foreign supplies would be such ehae 
in all probability te would wish to draw increasingly upon 


Canadian ou pl ce ee wel s The Board concludes that under this 





(1) Report on an Application of Atlantic Richfield Company, Cities 
Service Athabasca, inc. polmperialwOd! Limited and Royalite 
Oil Company, Limited under Part VIA of The Oil and Gas 
Conservation Act. December 1968. 


te. 9 tue 


case restraints onthe import of Canadian oil would have been 
HeEmoved.. «2.8 within the period 1973-75". In the notice for 
the May 1969 hearing to consider the amended application 
reference was again made to the anticipated deficiencies and 
required the! applicants to ‘satisfy, thes Board) that the balance 
of probabilities strongly favours the position that the 
deficicacies in the United States supply in the period 1976 

to 1977 would be approximately what the applicants anticipated 
at the August 1968 hearing for the period 1973 to 1974. 

The gross supply deficiencies as submitted by the applicants 
in 1968 were closely comparable to those estimated by the Board 
in OGCB Report 68-C. Therefore, in order to simplify the 
comparisons and discussion in this section reference will be made 
only to the Board estimates. 

Table IXA-1l summarizes the Board's estimated supply deficiencies 
for the 1968 and the 1969 forecasts. Figure IX-l (see page 77) 
Pautwray se thicmdatas Table IXA-2 provides a comparison of the | 
two Board forecasts after displacing the 1969 forecast by three 
years,’ Thusj¥in= this*comparison’ 1976°0f the 19698 torecacgti as 
Gomparedmi0n 197/30 ofethe 1968srorecast® Figure IXA-l presents the 


comparisons included in Table IXA-2., 


i 


* 


A comparison of Deficiencies in United States Oil 


Supply as Estimated by the Board in 1968 and 1969 


1968* Gross 

Forecast Deficiency 
1970 ol OM ays) 
L971 a BS 
WS By dae S410 
1973 bee, 
ey 3693 
1975 30 4 
1976 2 la aa 
Le 7 4497 
1978 Woe 
1979 5149 
1980 54/74 
969 

Forecast 

1970 2950 
Poy LS 
1972 oye Ne, 
O73 3250 
1974 3400 
1975 25050 
1976 a750 
1977 3950 
1978 4050 
1979 4350 
1980 4650 
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TABLE IXA-1 
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100 
180 
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Lie, 
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ee 
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roi Ref 
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Overseas 


Imports 


2210 
2269 
2030 
NSN 
2451 
2220 
2579 
2646 
2714 
2/3 
2850 


2208 
Pode 
20 30 
2416 
2496 
29°00 
2656 
af 10 
2816 
2896 
PASI is 


Remaining 
mp omit 


Requirements 


eh 4 
428 
540 
497 
a0 
493 
637 
(LOM 
891 
1073 
il 22 


144 
238 
33.3 
165 
eas Oe 
245 
324 
joy. 
SGD 
479 
D138 
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TABLE IXA-2 


A Summary of the Difference Between the Board's 
1969 Forecast (Displaced 3 Years) and the 1968 
Forecast of Deficiencies in United States Oil 


Supply 
ee ee ee 
1968 1969 


Forecast 


£75 
ESE 
LOT 
Lois 
1974 
Poy 
ISN IAs 


Lore 


Forecast 


Lor 


1974 


LoS 


hoo 


I a 


shins) 


1979 


1980 


(MBD) 


Gross 


Deficiency 


185 


rr 


he 


a) 


Ul Se 
Synthetic 
vist 


Production 


Overland Overseas 
Imports 


£0 


Loo 


Assumed 


Imports 


oL7 


346 


Remaini 
Import 
Require 


ments 
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IlGQmwillwbe noted from Table, 1XA—2sand Figure IXA-l1 that 
United States supply deficiencies for the period 1973-1975 as 
forecast by the Board in 1968, compared with the estimated 
deficiencies as forecast in 1969 for the Pemiod +9 16-78, indicate 
that 

(a) the average annual gross deficiency is some 260 

thousand barrels per day more than the 1968 
estimate, whereas 

Ce) the average annual net der Celene y... Ors. rete mre d, tio 

in the Table the remaining import requirements is some 

150,000 barrels a day less than the 1968 forecast. 
Thus, having regard to the terms of reference for the May, 1969 
hearing the gross deficiency comparison is favorable to the 
applicants' case, whereas the net deficiency or remaining import 
requirement comparison, is unfavorable. In view of these apparently 
Com,licting answers a careful assessment has been made of the 
relative importance of the gross deficiencies as compared to the 
remaining import requirements. 

(1) Consideration of Gross Deficiencies 

Pigwitliebearecailed, thataithe United States. crocs, suppis 
deficiency is the difference between demand and conventional oil 
productioneay This, deiiciency, could be,., and.idngthe past,-haspbean, 
met by imports from eithersovéerscas or ,overlands, ineitituresveare 
a portion, of, thesadeficiencysmay,be,met by,United Statesesynthetic 
Ollspeodue ion, The remaining import requirements are obtained 


by subtracting,certain assuméd imports and-estimated. United, States 
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production of synthetic crude oil where applicable, from the 
gross deficiency. It will be recalled that the estimated 
remaining import requirements were employed in OGCB Report 68-C 
as a means of testing whether the United States would need to 
amend its import policies and remove restraints on the importation 
oD Canadian eorl 

Table [XA=1 and Figure IX-1 indicate that the ¢ross 
deficiencies as estimated in 1969 are somewhat lower than those 
forecast by the Board in 1968 under the low Alaska production case. 
Overseas “imports “are "seen "to bel'siitehtly niveher 1 netics) a09 
estimate due to the higher forecast of United States oll demand. 
Overland imports are essentially thé same in ‘both forecasts. 

The'displacement!’of “the 1969 forecast by three yearsna as 
depieene in’ Figure’ IXA-1l,° results in’ the gross’ deficevencies as 
estimated in 1969 becoming greater than those in the 1968 forecast. 
It is important to note, however, that the overseas and overland 
imports become greater in a similar manner. In fact reference 
to Table IXA-2 indicates that the increases in imports exceed 
those inthe eross deficiencies During the’ period 9737 5eein 
the 1968* forecast,’ as*compared’ to 1976-787 in theet969 forecast, 
the average annual gross deficiency is 225 thousand barrels per 
day higher in the 1969 forecast, whereas the average imports 
are some 400 thousand barrels per day higher. 

Since both overseas and overland imports are essentially 
related to an increasing United States oil demand it is apparent 
that the estimated’ imports for a later "year will’ @xceed* those 


OF any eanller=vear., Thus, the gross deficiency must increase 
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or the remaining import requirements will decrease by virtue 
of the increasine United eee imports . 

As previously stated in OGCB Report 68-C the final assessment 
respecting the likelihood of the United States revising its 
policies and removing its restrictions on Canadian imports was 
made on the basis of remaining import requirements. Le 6 ere 
that these requirements were associated with certain assumed 
AMMOTCS and? grossa deficiencies, but it is the relationship 
between these components which was fundamental to the assessment. 
Therefore, notwithstanding the views of my colleagues, it is my 
Ppanilon that Little significance should be attached to “the 
abgolute levef “of “only the epross deficiency at one’ point of time 
as compared to another when attempting to assess the probab-— 
iilities of the United-states-revisinge -Lts policies, ©This 
comparison only becomes meaningful when consideration also is 
given to the change in estimated imports. 

(2) Consideration of Remaining Import Requirements 

As previously stated and as depicted in Figures IX-1l and 
IXA-1 the remaining import requirements for the 1969 forecast 
are less than those in the 1968 forecast, both in the normal year 
by year comparison and in a comparison “in which the 1969" forecacc 
is displaced by three years. The significance of these lower 
remaining import requirements has been assessed by considering 

1. whether the Board likely would have recommended 
approval of the application in 1968 12 the remain= 


ing import requirements were the same as those now 
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estimated for 19/6 land eho 77. and 
whether the now estimated remaining import require- 
ments for 1976 and 1977 are such as to favour 
strongly the contention that. the Unitedsst ates 
would remove lts restrictions sonmGanacdLan mipomte 
by that) time. 
b. = Conpartson of (Remaiiving import Requirements 

for 1973 —/5 cand 3197 6=/8., In sho 68 rhe soard 
estimated that the remaining import requirements would 
increase from some 300) thousand barrelca) per dayein 
1970. €0 500 thousand Darre ls) periday by 19/5 eandetuned 
increase rapidly to some J7] million barrels pereday 
by 1980. As depicted on Figure IXA-1 the comparable 
numbers) for the 1969 estimate satter a three-year 
displacement would result in remaining import require- 
ments of some 150 thousand barrels per day in 1970, 
increasing to about 400 thousand barrels per day by 
1974, then levelling off through to 1975 and increasing 
fairly rapidly to some 600 thousand barrels per 
day Dye 9 7. 

{The current Testimate of remaining» import 
requirements between 1973 and 1980 averages some 176 
thousand barrels per day less than the earlier forecast 
of remaining import requirements between 1970 and 1977. 
[t ls apparent that, the currént estimates sore o7oe7 7 


provide less support than the 1968 estimates for 
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1973—-/4 for the contention that. ithe, United States 

import restrictions would be removed during the 

period 1973-75. ites (6 Bice in wetrocpect to 

be eee, as to the decision the Board would 

have made last year under these less favorable conditions. 
However, it is my view that the Board probably would 

have concluded that the level of remaining import 
requirements would not indicate removal of import 

SontT Ole sbyeel ovo but erather wemoval by. 19/6 or 1977, 
Under these circumstances I believe that the Board 
WOULd NOt imave wecided in) favour. of) the applicants ' 
scheme which involved commencing production in 
1973-74. 


2. Current, Assessment, of Estimated. Remaining 
Tapert Requirements tor 1976 and 1977. The Board 


now estimates that the United States remaining import 
requirements will range from about 250 thousand to 
SUUsthOUsSand patireis ver day during £975 "to "P9So yw erpuringe 
1976 and 1977 they are expected to be 320 thousand and 
400 thousand barrels per day respectively. At ‘this 
level they represent some 2 per cent of estimated 

United States oil demand and by 1980 slightly more 

than 3 per cent. At this upper level they probably 
represent a situation where the United States would 
become concerned particularly if the estimated remaining 
import requirements in the perioa 1980-85 appear to 


grow rapidly. Under these circumstances and as 
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expressed in OGCB Report 68-C; it would be reason- 
able to expect full removal of restraints on Canadian 
imports. This would suggest that under these 
conditions removal of restraints might occur in 1979 
toe L808 

One ‘must’ be**concerned,” however, with the 
rellability tof thew forceast) form the later] 9 70) =eand 
in particular the forecast of Alaska production, | As 
indicated in" Section V, "plans already announced amd 
investigations underway with respect to the marketing 
of Alaska production ‘suggest a "forecast from this 
area during the’ 1975-80 period reasonably compatible 
with that adopted by the Board. showld exploration 
continue to be highly successful’ there is ‘the 
distinct possibility of Alaska production exceeding 
the current Board forecast for 1980 by some 500 
thousand ‘to | million barrels per day, Even a 
relatively minor underestimate by the Board in its 
current forecast would reduce the remaining import 
requirements to a level which would not require the 
United States Government to change its import 
policies and remove all restraints on Canadian Lip om Gis. 

Thus in summary the Board's current estimates 
suggest to me that it would be reasonable to expect 
removal of restraints on Canadian imports by 1979 


or 1980. These dates are two to three years later 
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than the first year of full production proposed by the 
applicants. Furthermore, in view of the rapidly 
changing exploration scene in Alaska there must 

be considerable uncertainty with respect to the 
validity of the Alaska production forecast for the 
bate 1970s? 

In conclusion, having regard for the curréntiytestimated 
remaining import requirements in 1976-77 as compared to the 
previous estimates for 1973-74, and to my Inability to conclude 
that the balance of probabilities strongly favours the removal of 
restraints on Canadian imports by 197Ge77, Lido notlbelieverthat 
the applicants' marketing plan for the synthetic crude oil meets 


the test of a "new within reach" markei. 


Bs Qualification under the Other "Within Reach Market" 
CEeterioneseor Chee literindes Criterion 
Se a omen ne ee ee ee eee 


The life indéx®calculations présentedvin’ Section XII of 
OGCB Report 68-C have been reviewed and revised where necessary. 
The purpose of this review was to determine whether the application 
would qualify "under *the Sroaderocriterion applicable to any 
“within reach’ market", that is; when the life indéx of Alberta's 
conventional industry is projected to decline to certain levels. 
The review requires a reappraisal of the Board's forecasts of 
Alberta's reserves and demand for Alberta light and medium crude 
oii, 

(1) Reserve Forecasts 


In OGCB Report 68-C the Board presented a low, medium and 
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high projection of initial reserves of Alberta light and medium 
Grid cesousls The medium reserve forecast results in an average 
annual growth in initial reserves from 1968 to 1980 which is 
slightly higher than the historical) done) term erowth sate. This 
now appears to be somewhat optimistic but the difference is not 
subbicient to warrant revision of the forecast. 

C2) Demand Forecasts 

In Section VIII of OGCB Report 68-C the Board also presented 
its forecast of the demand for Alberta light and medium crude oil. 
Since the publication of that report vand in pconnect von witnean 
application by Chevron relating to gas ay eniee in the Kaybob South 
Field, the Board has made some minor revisions in its basic 
demand forecast. These were discussed and published in OGCB 
Decision 69 = 127 For purposes of the icurrent: life index 
calculations, the revised basic demand forecast has been extended 
from 1980 to 1985, on the assumption that opportunities for 
Canadian oil will be limited to existing market areas in Canada 
and the United, (States. andjthat there will) be a gradual relaxation 
of existing United States import controls during the period. Under 
these market conditions, an extrapolation of the trend in production 


"new' areas, and a projection 


from other areas of Canada, including 
of the trend in Alberta's production of heavy crude oil and 

pentanes plus indicated a growth in ae demand for) Alberta lhieht 
and medium crudes off) from audieve | of 1,300 thousand barrels per 


day in 1980 to some 2,000 thousand barrels evowemrtsicle -aMovandie Rewsyn 


In Section XII of OGCB Report 68-C the Board, in coms i degine 
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the life indices, included a "high demand" case by increasing 
the basic demand forecast bye 259°P0T)\centhl) Thies case was 
Presented toe teetrthe sensitivity of life indices toa 
variation in demand and in recognition of the possibility of 
removal or relaxation of restraints on Canadian exports to 
the. United Wsitates.. In the interim following the issuance of 
the 1968 report there have been several developments which have 
Awe lenificant, bearings Yon the validity of the "high demand" 
Lorecas ty Comments respecting these developments follow later 
in this, sé€ction; 

the =boand thas@rev Leed Ate 1tfe@ index 64) G04 dt lonsebaced 
upon the low and medium reserve estimates and its new basic 
and high demand estimates. LHSneWws A ieures AppeamiineTabl aorx—3 
on page 84, 

These indices are virtually identical to those calculated 
in” Lo 6G Stor 975 Fand 219.80. PH os tprevioud raport the “Board 
cone huded that whileasit Wis "inprobable that athe applicants would 
quality for *othért’within ‘réach “markéts ‘inothé mitd—19°70'"d 2 Othe 
Board Gé@@s a possibility tthat “the Uife @indextes € wowld*be applic-— 
able before 1980, particularly if additional requirements for 
foreign supplies in the United States induce a higher level of 
Canadian exports than that incorporated in the Board's forecast 
= Section, VEL La" ysHaving regard far *tita terns (ofiethetoi esands 
Development Policy which refers to "relating the ‘scale “and timing 
of inerements of oll) sands; production, also to. ther life Hirddwreen 


allowing the life index to ducline gradually from present levels 
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but ensuring that it does not drop below 12-13 years", the 
indices in Table IX-3 suggest approval of the application would 
be appropriate during 1978 to 1982 depending upon the particular 
case selected. Since the lower part of this range is very 
close to the year of full production proposed by the applicants 
it is necessary to carefully assess the probabilities of each 
case, 

(3) Case I — Medium Reserves — Basic Demand 

Comments have been made previously in this section to the 
effect that the medium reserve forecast may be somewhat optimistic. 

The basic demand forecast provides for exports to the 
United States based on a general projection of the trends in 
the growing market for Canadian, oil, It does not assume the 
removal of restraints on Canadian exports nor does it allow 
for any relaxation jofmrestraints pyior sto 0o0r 

In 1968 the Board considered Case I to be the most probable 
but «deve lopments ~ingrecent iments eparticulanlyewiuhn ere ape ceusta 
the development Got avycontinentalyotl policy ssuccest ethatein 
today's environment Case I may present a pessimistic outlook. 

The Life indices calculated for Case I stggest that ,approval 
of ofl sands production «could mob foccur before 19:82. 

(4) Case II - Low Reserves -—- Basic Demand 

This case combines a conservative reserve forecast with 
a projection of demand which in todays environment is also 
conservative, 

Case thlvindices jsuggesit) approval of poll ssandsmprodvatiuon by 


1S is Ble 


-hip« 


(5) Case III - Medium Reserves -— High Demand 

Comments have been made previously respecting the medium 
reserve forecast? 

As indicated under the comments respecting ¥Casevleijustit= 
ication for a high demand forecast must rest on developments 
since the 1968 Report. In@section VILTI (reference! tie "made tto the 
submissions to United States Task Force on Oil imporescont foals: 
It is apparent that there is a growing body of opinion which 
Supports the principle of a continental oil policy. The actual 
formulation of such a policy might lead to the complete 
removal of restraints on Canadian imports or to a relaxation 
of =the restraints. inwetthecteventexportseeto-the United (States , 
and hence demand for Alberta oil, would be significantly greater 
than estimated in the basic demand forecast. Furthermore, in 
order to achieve a continental oil policy Canada may well find 
LG tevessat ywbor nes trichvitgnimports lot ‘overseas Vo i. Such a 
development could also bring about an increase in the demand for 
Alberta oil. 

Thus on the basis of these developments an arbitrary 
upward adjustment in demand by 25 per cent beyond 1975 not only 
seems reasonable but may be conservative. This represents an 
increase over the basic demand forecast of 230 thousand and 
330 thousand barrels per day in 1975 and 1980 respectively. 

As a final check, the high demand forecast has been 
‘compared to Chevron's estimates presented earlier this year 


and reported in OGCB Decision 69-12, Lt heed Vite Reet) ito 
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note that Chevron's current estimates of exports to the United 
States are greater than they presented at the 1968 hearing by 
some 100 thousand and 250 thousand barrels per day for 1975 
and 1980 respectively. Ltetls -alsorsitondiicantrthateChevronus 
current estimate of'the demand for Alberta oil is the same as 
the Board's high demand in 1975 and some 300 thousand barrels 
per day greater than the Board's high demand for 1980. 

From the above comments I conclude that Case III represents 
a realistic probability and even may be pessimistic. Under Case 
III it would: be appropriate under the life index test to approve 
furtherrvoilesands productions tore. 3/9- 

(6) Case IV —- Low Reserves — High Demand 

In OGCB Report 68-C the Board dismissed Case IV as being 
an improbable combination. In view of the previous comments 
on the probability of the high demand forecast, Case ‘IV appears 
questionable only in terms of its conservative reserve forecast, 
Thus this case presents the reverse combination of Case I. 
Under this case EO ee for further oil sands production could be 
granted for Ae ay toh 

In summary, after assessing the validity of the assumptions 
embodied timate four teases it ius; concludedmthatitoday s@acemelin 
represents the most probable combination of reserve and demand 
fore cas tise Cases [£ and IV. provide an indication sof ‘the range — 
the former demonstrating the effect of a lower demand forecast 
and the latter the effect of a lower reserve forecast. 

As stated previously Case III would permit under the life 


index test approval of further oil sands) productions formlo 7c 
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This date is two years later than the first year of Tull 
production proposed by the applicants. The application there-— 
fore,falls somewhat short of meeting the test of an other 
“within reach market", 

Po Qualification under the Broad Intent of the 

Oil Sands Development Policy 

As discussed in subsection A and B, the application does 
not in my opinion fully meet the arithmetical criterion 
developed by the Board in interpreting the Oil Sands Development 
Policy. Nevertheless, it remains necessary to consider whether 
the application ‘does satisfy the bread intent of the policy and 
therefore should be approved. 

Ley wil? be recalled that” the L9t2 policy states that’ "the 
GOVetnmMent will... .. so regulate oil sands production that 
it Will supplement but not displace” conventions!) -611.° *At* the 
same time, an opportunity will be provided for the orderly 
development” of themolil sands within the’ limits dictated by “the 
Government's responsibility to the public interest in preserving 
the stability of conventional oil development and the necessary 
incentive to ensure its continued growth". 

The essential question is whether the application should be 
approved for full scale production” in 19/7 "havingein mindemy 
beliert that the probabilities “do not “strongly favour”"the complete 
removal of restraints on Canadian exports to the United States 
by that date and that the proposed date is some two years in 


advance of the time when approval could be granted under the 
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life index test. 

Lty wild sbe, recal ledsthat iin, Mable (LX —3ee hewn pews mdiaresd 
for each»of, the. fours casesmareprojected, tomdec ines apc 
im theslate 19:70...) The indices for Case sligwiiohusa re 
plotted in ,Rigure IXA=2 decrease from 20 years ine 19/5 toa 
years inj 1980 and to 6 years) in J985 0 Them nseauronmo © 
inerements sot 50 athbousand . LUO. thousand ange ane acid. tional eo 
thousand barrels per, day of oil sands, production, in, 19/9)us1980 
and 1981 respectively retard the decrease but do not eliminate 
the downward trend. This suggests that by around 1980 continued 
ability to satisfy the growing demand for Alberta oil will be 
dependent on the rapid expansion of oil sands production. 

This general situation also can be observed by examining 
Figure IXA-3., ER thie Se ciiar rest he productive capacity of the 
conventional industry is related to the total demand for Alberta 
light and mediumsycrude 011. The productive capacity was 
calculated by adopting ~aplite indesxsotimi2 5 years. Suc hae 
index would allow for sufficient capacity to accommodate 
fluctuation in market demand and would also Lecogpnize, that, older 
fields may not be developed up to their. full MER level because 
of economic considerations. The demand projection in Figure 
IXA-3 is the high demand forecast. 

The demand and productive capacity projections .indicate 
that. shont ly safter 21990 the conventional industry would not 
be able .to jaaricsty total réeguiremen tics, Having regard for 
the intent of the Oil Sands Development Policy Glo hasebeen 


assumed that oil sands production would supplement the conventional 
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industry. Accordingly, commencing in 1979 oil sands production 
is assumed to supply an increasing portion of the total market, 
Uil sands production would increase from 50 thousand barrels 

per day in 1979 to 250 thousand barrels per ay by? 98:19, The 
injection of these volumes of synthetic crude oil enables 

the industry to meet total requirements and assists in 
maintaining the productive capacity of the conventional industry, 

Figure IXA-3 also demonstrates the’ conventional industy''s 
improving position with respect to unutilized productive Cea prcwity . 
For example’ the unutilized potential productive’ capacity “that 
lis, the difference between productive ‘capacity’ and demand) 
secreuses Tron sonnets 00rthows and) har rell’s! pets May ain! 975! ao 
less “than S00 thousand (barrels: perm day ine 1979. If the 
convents onals dndust@ny Se productive) Capacity and Wate andexks are 
going to be maintained above certain minimum levels then it 
must follow that some degree of deferment of production must 
Occur “and? Sone? Spares poten tall tapaciltys mu sit! Ska sirs, Figure 
TcAR—3) li caaca hes: ira Cetin 0 709 ke spare: produttivel cap sciity! oh 
some? 2/00" thousand ‘barrels. per days wowld) be Te astoh ables wander 
the Oil Sands Development Policy. 

Thus? an” ‘examination? of? future trends, nd both Memands for 
Alberta oil and conventional o1i1 reserves! indicates that 
shortilytthet ox eF 1960" 1) is? DOSS 1bd certs) Satis fya the? progeatedr 
growth in demand only by placing increasing reliance on oil 
sands produet lone By tive? Cimes theiconventwonalitindustiy will 


be producing’ wéare its productive Capatcitys LOPRe 2.ne tod. s 
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environment that one must consider whether or not approval of 
the’ current application is) consigtent, with the pruoad terme 

of the! polticy, and. whether there is pjustifiication, for approvang 
fulle scale Operations for W9s)/;-as tcompaned tor LO osase indi cated 
by the lpgierrndex (lest, 

First wf all at must be) necognized that advancing seh ecandace 
at which oil sands production enters the market would likely 
have an immediate unfavorable effect on the conventional 
industry .tGbt. it weregnot for the possibu laity thats amp ome 
restrictions on Canadian oil might be completely removed by 
that time there would not be any need to qualify this statement). 
In spite of this unfavorable impact the conventional industry 
during thes;lO/7-—/9 period issirapid Lyi appno achame 7h henspiod. ates & 
which ifsirequires jodl jands; production, to wr tec ait sh mankat 
growth, Even after allowing for the displacement of 50 thousand 
barrels per day by oil sands production two years: in advance of 
the time required, the continual and rapid increase in demand 
would ensure "preserving the stability of conventional oil 
development and the necessary incentive to ensure its continued 
growth" as required under the 1962 policy. 

From the iviewpoint of the industry. as Mm) whole and, the 
future ofjithe Provinces theresjare significanteadvantares! ao 
permitting jadditional, oi] jsands, ito’ anter, the, marke tam yea repr 
two ini advance, of the time that: they, are fully required. 

Lay Appiroval provides more, 'leady time” for the perfecting 


ofjyodl sands technology whichrwidd bel ot va te 
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importance to the Alberta industry during the. 

1980 7's 

The increased availability of oil sands production 

in 1977 would further improve the Alberta reserve 
base for market growth and would provide confirmation 
Of tie treliabulity "of “ttiis Vsource “for “the “1980s. 
Crant ing -of the application would provide for “further 
oil sands development - this is not to say that such 
further development would not at a later date occur 
in-any event vue Lt edoes provide a*safety "Lactor “Lor 


the Prov iivce’. 


In summary the above analysis indicates that, while the 


applicants have not in’my View met “the “arithmetical “criterion 


the Oil 


Sande Developmence Policy, approval “of “the “application 


fe not “inconetstent with «the "broad “intent of “the policy)" "The 


analysis further demonstrates that the Alberta industry will 


need to place increasing reliance on oil sands production 


beginning shortly before 1980 if it expects to achieve the 


potential market growth. The analysis also’ points out certain 


advantages that may be gained by advancing the date of full 


production by a year or two. Having regard for jal) o1 fnese 


factors 


approval of the application appears reasonable and 


desirable. 


of 
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De Implications to the Conventional Producers if the 

Board's Appraisal of the Probabilities Should 

Prove to be Inaccurate 

In Section EX, subsection Cemy *collearucsaconsmder seine 
implications to the conventional producers if the Board's 
appraisal of the probabilities should provesta be inaccurate. 
Their sconcernsre lLatesi,to (the vpossgibulitywohaterestr ain temo 
Gantiadianse xponts sto the indited oStates may not be removed. 
Inasmuch as I have not assumed removal of restraints this 
factor does not affect my analysis. However, I am concerned 
about the possibility that the high demand forecast assumed in 
Case Ith may noe 'be erealazead, In this: evenée the impact won ene 
conventional producer would extend for a further two year period. 

lL oagree with my colleagues." assessment of the probable 
impact on the conventional producers of a three to four year 


déefermentern -pmoductwone Furnthermoneé)l coneturn wehat. thembeneamies 


to the Province are such as to warrant the taking of some risk. 
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X FINDINGS 


Although Sections IX and IXA reflect some difference of views 
among the Board members with regard to the aspects of the matters 
discussed, therein, this difference does not affect the decision 
of the Board, and the Findings in this Section are unanimous. 

he Glate Gn section If certain of the Boards Findings 


(1) 


eoncerning the 1968 application and reported in OGCB Report 68-C 


apply unchanged to the present application. tie ee ene Geen ye i 
addition to setting out the Board's Findings made upon the sub- 
ject application, repeats the unchanged Findings for convenience. 
ine board Having publicly heard the application under 
Farr evinR ot The OF and Gas) Gonservetion Act, of Atlantic Richfield 
Lompany, ULL Ver Service Athabasca, Inc.., Imperial O11 Limited and 
Royalite Oil Company, Limited and having studied the evidence sub- 
mitted by the applicants and the interveners at the public hearing, 
Sud having tevara to the advice of its staff and to its own 
knowledge, finds as follows: 
Ls LN THE MATTER OF CONSERVATION ANDY RELATED? ASPECTS 
The present proposal of the applicants is for a sequence of 
mining, separating and upgrading operations which, subject to a 
conditions pertaining! toe thelinitial, tailangs> disposalsoperationss 
would result in satisfactory conservation and recovery of 
products from oil sands. 


The applicants" plans for the disposal of liquid’and gaseous 





C14 Report of “au Applicurion oT Atlantic tachi ieid Company, .Urties 
Bervice Atnabasca, Inc. [mperial Of) Limited and Royalite 011] 
Company, imited under Pare VIA of he OL] and Gas. Conservation 
Agia December 1968. 
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wastes are satisfactory to the Board, subject only to the 
approval of the Department of Health of final design details. 

Details concerning these matters and the nature of the 
eondition proposed may be found in Section sVLL of 0CCBeReport: 
68=-C. 
Lie IN THE MATTER OF TECHNICAL BEAST BIL LLY 

The present -proposal of the applicantsmainvolVesmoentaan 
technical changes from their proposal of 1963. The Board 
believes that significant improvements have been made in each 
major process step and finds that there are no technical 
Feasibility. considerations that should stand inetnesway sort 
themapproval \o.testh eep louie car 

Details of the processes and technical iwmprovements pro- 
posed by the applicants are presented in Section II of OGCB 
Report 68-C, and the overall views of the applicants and the 
Board on these matters are presented in Section VII of OGCB 
Report 68-C. 


bh IN, THE: MATTERS OF ECONOMIC FREASTBIDETY AND 
FINANCIBILITY 


While: the Board does not! consider ititos bey tts respon= 
sibility to rule in any absolute sense on the economic feasi-= 
bility of the proposed project, it considers the limited economic 
data submitted by the applicants at the 1968 hearing, together 
with their preparedness to proceed with the project, sufficient 
evidence that economic feasibility considerations should not 
Stand \in the way of approvalsof the project. The, Boards 


satisfied that the three-year delay in start up time proposed 
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inethewpriesent yapp ica tloneuwoWldenot Vsient fi cantly “affect the 
economics of the scheme. 

The Board is satisfied with the applicants' ability to 
finance the proposed operation. 

These matters are elaborated upon in Section VII of OGCB 
Reportir68=Grand Gectiun! Vivvof this "report. 
4. IN THE MATTER OF THE MARKETING PLAN 

(a) The Proposed "New Within Reach" Markets 

The market plans proposed by Atlantic Richfield, 

Cities Servitce*and! imperial) for thei® shares of the synthetic 
crude) oid Gand? thes matching conventional crude*odly are byi nod 
means fully defined and rest primarily upon general commitments 
made by the proposed United States purchasers, In the case of 
Royankt tebeithes planstoysellyitessharesofs the seynthetic! and 
matchingpconventional crudeloiliotowGulfi 011 °Corporationsfor 
use ineitsiTodedoeretfineryseisimore* specificibutesti lin depeident 
upon general commitments from the purchaser. However, recog= 
Nizing Che diftficultiessinvoelvedttchetboardsis satist&iedewtth 
the undertakings of the applicants, and that the markets would 
be ones not being served today and ones over and above normal 
MaLkeC™erowth fore Alberta ofl “in Such marke Gta pease 

As discussed in Section XII of OGCB Report 68-C, whether 
the proposed markets would also qualify as representing net 
increases in markets for Canadian oil depends upon the removal 
of Government ‘nes tticticus wm the import of Canadian *onl AWnto 


the United States. On the evidence stipplied by ‘the app licatt's 
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in connection with the 1969 amendment of :the application, as 
discussed in detail in Section IX of this srepond, the sBaaxd 
(majority view of Chairman G. W. Govier and Deputy Chairman 
A. F. Manyluk) is satisfied that the probabilities favour the 
removal: of igovernment -controd sison Sthe jexporit soln iCanadizam 10 1) 
to the United States by about 1977 and therefore that the 
markets proposed forthe isynthet vere rude oil pyisthesapplecan us 
meet the "net increase" requirement of the Oil Sands Development 
Polieyve Board Member Vernon Millard, expressing his minority 
view, does not agree that the markets would meet the net 
increase requirement of ithe; policy, but findss ther plan approprenmate 
having regard to the declining life index of the conventional 
industry, and the expected need for substantial oil sands 
products to supplement conventional oil products around 1980. 
rurcnenen ees following its exploration of the consequences 
should the probabilities as it now sees them not be fully 
realized;ythevfull Board tis satisfied) thatcmthemriskstsenogeee 
compared with the overall benefit to the Province. the £ult 
Board is also satisfied that the marketing plans for the 
synthetic gcrude}oil sisewithin! the -broeadSintenteot sthe sory 
Sands Development Policy 
(b) The Proposed Specialty Markets 

The Board is satisfied that the specialty fuel oil 
markets proposed by the applicants are ones not now being served, 
and not likely in the foreseeable future to be served, by 


Alberta conventional crude oil. Accordingly, tthe Board Hinds 
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that the applicants' plan for the marketing of 25,000 barrels 
per day of specialty fuel oils conforms with the "beyond reach" 
criterion of the Oil Sands Development Policy. Should the 
applicants find it necessary or desirable to blend the pro- 
posed 5,000 barrels per day of naphtha production with the 
Synthetic crude oil and produce and market 30,000 barrels per 
dayeohpspecialty sfuel ofls, »rather than the 25/000 barrels per 
day, the Board agrees that this greater volume of fuel oil could 
also be marketed in conformity with the Policy. 

(c) The Naphtha Market 

Thesapplicanteraplans-fornthe emarketine of 5,000 
barrels per day of naphtha in overseas or other geographically 
beyond reach markets, if realized, would conform with the 
"beyond reach" criterion of the Oil Sands Development Policy. 

If these plans were not realized and the naphtha were blended 

With synthetic cmude soiljeand§5,000 barrels, jof sadditional, spectalty 
fuel oil were produced instead, the Board agrees, as discussed in 
paragarph (b) above that this plan would also be in conformity 
with sthe Policy. 

Full details of the applicants' marketing plans, the 
interveners' views of them and the Board's analysis of these 
matters «ae; eedave Ni vine Cte rsieX Tel, GVelul dy ep LX oq ky STE 1 Ot OGGA 
Repomt, 68=-C, and dm Seationg), Villy VTL), ol Xs pend) sLXA. Of thats. reno nen 
op: IN THE MATTER OF SURVEILLANCE 

Inasmuch as the granting of an approval would depend on 


the Board's having found that the marketing plans of the 


applicants ave in accordance with the Oil Sands Development 
Policy, the applicants should be required to demonstrate in the 
future that they have adhered to such plans. Accordingly | tany. 
approval that may be issued should include a provision requiring 
the applicants to file with the Board full, definitive detatis 
of their markets before production is started and a provision 
requiring the applicants to report annually on the disposition 
of products produced in the preceding year. 

In view of the extended period before the commencement of 
the operation of the scheme contemplated by the present applic- 
ations, the applicants should report annually to the Board on the 
progress of the work scheduled by the applicants to be performed 
prior to the major construction. 

The views of the applicants, the interveners and the Board 
on the matters referred to in the first paragraph of this Finding 
are “discussed in*=Section XII? of 0GCRE Report *6'8=GC. 
ae DISPOSITION OF THE APPLICATION 

Having regard to ite present findings as reported in 
Findings 1 "to Suet this sectionmatde des responsibility under 
The Oil and Gas Conservation Ac ty “1969”, sand sttvereoiieeSian ds 
Development Policy of the Government of Alberta; the Board 
is prepared, with the approval of the Lieutenant Governor 


im Council,” to grant the application and to issue an approval 


= te = 
to the applicants in the form reproduced in Appendix A and 
Subject to the terms and conditions therein shown. 


Respectfully submitted, 


fe ae Govier, P. Eng. 
Chairman 


AS Meny Lukes Ne pe 
Deputy Chairman 


Vernon Millard 
Board Member 


Dated at Calgary, Alberta 
this llth day of September, 
Pes es L964 





APPENDIX A 


PROVINCE OF ALBERTA 
THE OIL AND GAS CONSERVATION ACT, 1969 
OIL AND GAS CONSERVATION BOARD 


IN THE MATTER of a scheme 
Richfield Company, Cities 
Athabasca, Inc., Imperial 
and Royalite Oil Company, 
the recovery of o11 sands, 


of Atlantic 
Service 

Oil Limited 

Limited for 
crude 


bitumen or products derived therefrom. 


APPROVAL NO. 


The Oil and Gas Conservation Board, pursuant to The Oil 


and Gas Conservation Act, 1969, being chapter 83 of the 


Statutes 


or wAilbertay 1969) and ° with thesapprovaltofithe Lieutenant 


Governor sin "Gouncil numbered .0 ¢C# and dated 
hereby orders as follows: 


Ne (1) The scheme of Atlantic Richfield Company, 


Cities 


Service Athabasca, Inc., Imperial Oil Limited and Royalite Oil 


Conpany, Limiitedeproposed ¢vosbe developed wandsopénated on» their 


behalf by Syncrude Canada Ltd. (which five companies are herein- 


after "col keevimeby vcalihed e"Sytc rude" yp teor othe enecov ery 


feke Geren 


sands, crude bitumen or products derived therefrom, taken from 


the area shown outlined on the attachment hereto, marked 


Appendix 


A to this approval, as such scheme ‘isi described in an application 


dated May 9, 1962 as amended to May 3, 1968 and as furth 


er 


amended to March 24, 1969, together with supporting material 


marked as exhibits and evidence adduced at the hearings 
application and amendments thereof, is approved, subject 


terms and conditions herein contained, 


of the 


to the 


A= 2 


(2) Subclause (1) does not prectude alterations in 
design or equipment compatible with the outlines of the scheme 
and made for the better operation of the scheme, 

2% This approval applies to the recovery in each calendar 
year #of 918 2503000 gbanmels Gofesynuvetic tenudemomn soi oO 
barrels of .specialty ‘oils ‘and 8,825,000 barrels of naphtha, but 
for the period consisting “of "the part of the year following the 
date, as established by the Board, of commencement of essential-—- 
ly full-scale operations, and the next succeeding calendar year, 
the above volumes shall be increased by application of the 
factor equivalent to the number of days in the period divided 
by 26>. 
BN Prior to =thevcommencement Jol ma jion Sc onsitnwetiton tor 
the project facilities, Syncrudescihal | 
(a) satisfy the Board that it would be economically 
feasible to remove and satisfactorily dispose 
of the tailings and overburden from the initial 
tailings disposal area described in the applica- 
tion, in order that satisfactory recovery of 
the oil sands reserves of the area would ulti- 
mately be possible, or 
(b)s propose taktérnative tom modiist ised Viimirtitadeet suiigin ec 
disposal arrangements satisfactory to the Board 
such that the impairment of recovery of oil 


sands reserves would be minimized, 
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4. Prior to the commencement of major construction Syncrude 
shall, in the month of December of each year, through a brief 
report of the progress of its experimental, pilot plant and 
engineering design work, satisfy the Board that it is proceed- 
ing generally in accordance with the schedule submitted to 
the Board at the May 1969 hearing of the application. 

“me Ssyncriud coe hiall satis ive thewoard .iprdory to June af, 

Lo 74 sthat constuction sof) thie facia tdies: giequined: for «thie 
scheme has commenced, unless upon application by Syncrude a later 
date is stipulated by the Board, 

bs During construction of the proposed facilities Syncrude 
shall inform the Board on a quarterly basis of the progress of 
construction and shall obtain the approval of the Board concern- 
ing any major changes in design. 

daa Atlantic Richfield Company, Cities Service Athabasca, 
Ine. , skmpeuial Ott LimitedwandsRoyalitewO0i1.Company,, Limited 
shall, as soon as may be and before commencement of operations for 
the. recovery of oil sands, crude bitumen or products derived 
therefrom, file with the Board full definitive details, in 
conformity with the general marketing plans described in the 
application, and.at theyhearings, and, satisiactorys ton the, Boards, 
of, the markets in owhich,thessynthetic crude. oil, specialty. oils 
and naphthaswill be sold, including, thesrefineries, toawhicheany 
such» productsewilllsebesdelivered, 

8. Upon completion of sthe constructionsof «the facisuties 


and sprior to June loo.) Of Geuchelater date as the Board may 
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stipulate, Syncrude shall file sachydetatl spot Ghe "project de sien 
or operating procedures as the Board may require, 

oF The effective commencement of the recovery of saleable 
hydrocarbon products shall be not earlier than Jar yee 21 9//Opeeanid 
not later “than Wanuary PY 2977 unvess upon ann tear lon ly 
Syncrude later dates are stipulated by the Board. 

LO: (l)>> Whent%so0 required by the Board by notice of vat 
least nine months, Atlantic Richfield Company, Cities Service 
Athabasca, Inc., Imperial Oil Limited and Royalite Oil Company, 
Limited shall satisfy the Board that ‘they have made available “to 
the producers of conventional crude oil and condensate in Alberta 
a market, not previously available to Alberta producers and con- 
sistent with the undertakings of the applicants individually and 
collectively, averaging over the fist ™tractionalm@and) iene eupse— 
quent’ full) calendar year, and thereart er inweach* tall “ealendar 
year 11505000 pbavrelisa per days 

(2) AfterMas requirement under subcelausie "Cle has ibe= 
come effective and until otherwise directed by the Board, Atlantic 
Richfield Gompany, Cities Service Athabasea, Ine. .-impentade oid 
Limited? and Royald een Odl? Companys) Lami Ced™ sim 1s witb eee 
months of the end of each calendar year, file with the Board a 
detailed? report of ’ the®markets that they have provided" or opeained 
during the calendar year for’ producers of conventional crude oil 
and morta eneeire in Alberta in accordance» with* the marketing plans 


described in the application. 
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11. Syncerude shall measure materials mined and processed, 
intermediate and final products recovered and other plant streams 
as necessary, so that material balance and recovery calculations 
for the extraction, upgrading and related processes may be made 
with reasonable accuracy and frequency, 

12. Synerude shall furnish to the Boargytin such, detail: and 
at such times as may be set by the Board, monthly reports of the 
quantity and assay of oil sands mined and the qatan Gitye of ad 1 
intermediate and final products recovered therefrom. 

13. After the commencement of mining operations, Syncrude 
sh.alilgene plomt) tian ath.es GiiLrist, three years on a semi-annual basis, 
and thereafter as required by the Board, the percentage of the 
crude bitumen in place in the mined area recovered during the 
report period, and details of the proposed mining and overburden 
removal plans for the succeeding period. 

14. Atlantic Richfield Company, Cities Service Athabasca, 
Inc., Imperial Oil Limited and Royalite Oil Company, Limited 
shall file with the Board. on or before March 31 in each year 
commencing with the year, 1977, a detailed report satisfactory 
to the Board on the marketing of the synthetic crude Dives 
specialty oils and naphtha produced during the preceding year, 
in conformity with the general marketing plans described in the 
application and at the hearings, ineluddng «the! ref iimeri est to 
which any such products were delivered, 

15. There shall be no flaring or waste of liquid hydro- 
carbons produced except in cases of emergency, unless author- 


ized Lnuywtiting by Jena Boards 
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16. Syncerude shall carry out its operations to the satis-— 
faction “of! ithe: Board) rand inva manner that 
(a) does not preclude or render more difficult the 
recovery of other oil sands recoverable by 
practical and reasonable operations, 
(b) results in the mining of the practical maximum 
of alls off sandistwith timate anes being mined, 
(c) results in the processing for the recovery of 
crude bitumen of the practical maximum of all 
oil sands mined, 
(d) results in the recovery of the practical maxi- 
mum of crude bitumen from the oil sands mined, 
and 
(e) results in the recovery from the crude bitumen 
of the practical maximum of marketable products, 
17. Synerude shall carry out the solids disposal operations 
to the satisfaction of the’ Board’, ‘on land’s’*o be approved by the 
Board, and in a manner that insures the stability of) any® taidtings 
piles. 
18..sSynerude, shall dispose of any liquid wastes in a manner 
satisfactory to the Department of Health and the Board and ina 
manner that insures that no oily or contaminative materials flow 
over the land or into any body of water. 
19, Synerude shail convert any gaseous sulphur compounds, 
hoteconverited) to elemental sulphur, to sulphur dioxide and shall 
discharge them from stacks Satisfactory! to the Department of 


Health and to the Bownde 
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Zn Synerude, in operations pursuant to the scheme, shall 
comply with the provisions of any applicable Act or regulation 
of the Province of Alberta now enacted or Made, or that at any 
time hereafter may be enacted or made, 

Zi, Where it “appears to the Board that there has been a 
failure to comply with any terms or conditions of the approval, 
the Board may, in addition to any other remedy or proceeding to 
which it may resort, require the suspension of any operation 
carried on pursuant to the scheme, 

par This approval expires on December 31, 2001, unless 
the term of the approval is extended following a public hearing, 

MADE ‘at the City of Calgary, in the Province of Alberta, 
this day of Wa e, 


OIL AND GAS CONSERVATION BOARD 


Crew eeGiOValle ds 
Chan ciman 


APPENDIX A TO APPROVAL NO, 
(This appendix, to be included at the time of issuance of the 
approval, would consist of a map of the lands leased by the 
applicants and for which approval is siven for the mining of 


oil sands. ) 
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